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THE NEW RESPONSIBILITIES OF 
MARKETING MANAGEMENT 


JOHN G. McLEAN 


Changing economic conditions are calling for a new order of things in marketing 


management. In addition to their traditional responsibility for handling the selling 
job, marketing managers today must assume responsibility for: (a) planning marketing 
strategy; (b) hard-headed, realistic analysis of the business facts about marketing opera- 
tions; (c) introducing and speeding the adoption of bold innovations in distribution 
processes; and (d) manning the front lines of defense in our efforts to maintain the 


private-enterprise system in the United States. 


The handling of these multiple-management responsibilities calls for well balanced 
application of the skills of an artist and the skills of a scientist. The marketing manager 
must, therefore, provide for the development of both types of talent in his organization, 
and must establish organizational and procedural arrangements which will permit each 


HE job of the top administrator in 
field of business management 
rarely remains constant for any very long 
period of time. Changing competitive, 
economic, technological, political, and 
social conditions continually require re- 
visions in the nature of the responsibili- 
ties assumed by the various senior offi- 
cers of a modern industrial corporation. 


@ About the Author. Dr. McLean is Vice President, 
Coordinating and Planning, Continental Oil Com- 
pany, Houston, Texas. He received his B.S. from 
the California Institute of Technology in 1938, and 
his M.B.A. and D.C.S. degrees from the Harvard 
Business School in 1940 and 1948 respectively. For- 
merly Professor of Business Administration at the 
Harvard Business School, he was engaged in teach- 
ing, research, and consulting in business economics 
and general management for about fifteen years. 
During this period, he was also a consultant to the 
U. S. Navy, U. S. Air Force, and various industrial 
organizations. 

He served for two years as Assistant to the Presi- 
dent, Continental Oil Company, while on leave of 
absence from Harvard, and then resigned in Feb- 
ruary, 1956, to accept his present position. 

Dr. McLean is co-author with Robert Wm. Haigh 
of The Growth of Integrated Oil Companies (Di- 
vision of Research, Harvard Business School, 1954), 
and contributing author to two other recent books 
Planning the Future Strategy of Your Business, 
edited by Edward C. Bursk and Dan H. Fenn (Mc- 
Graw-Hill, 1956), and The Case Method at the Har- 
vard Business School, edited by Malcolm P. McNair 
(McGraw-Hill, 1954). 


group to play its proper role in the management function. 


These revisions do not necessarily take 
place concurrently in all areas of man- 
agement; at any given time they may be 
rapid in one area and moderate or slow 
in others. 

In recent years it has become increas- 
ingly apparent that the job of marketing 
management is now in a period of rapid 
transition. The top executive in charge 
of marketing activities is being called 
upon to handle new and broader respon- 
sibilities, and his associates on the man- 
agement team are tending to measure 
his performance by a somewhat different 
set of standards than in earlier years. 

It is appropriate, therefore, to take a 
fresh look at the scope and character of 
the marketing manager's job as it exists 
today and to consider some of the organi- 
zational and procedural measures which 
he may employ to handle the new tasks 
that are being thrust upon him. 


THE RESPONSIBILITIES OF THE 
MARKETING MANAGER 


As a means of examining the new re- 
sponsibilities of the marketing manager, 
let us assume that we are sitting behind 
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the president’s desk in any large indus- 
trial corporation. Let us further assume 
that we have hired a new marketing vice 
president and wish to talk with him 
about the nature and scope of the re- 
sponsibilities we want, him to assume. 
What shall we tell him? 


Responsibility for the Selling Job 


First of all, we must, of course, lay 
heavy stress upon his responsibility for 
doing the selling job—effectively, eco- 
nomically, and in a highly competitive 
manner. Given whatever products we 
may have and wherever we may have 
them, it is the marketing manager's job 
to find customers for them and to see 
that they are sold in such volume and at 
such prices that we may earn a respecta- 
ble profit. This is the traditional role of 
the marketing side of the business—the 
day-to-day, bread-and-butter job—and it 
will always be at the core of the market- 
ing manager’s responsibilities. 

To accomplish this end, our new mar- 
keting manager will have to do many 
things. He will have all the administra- 
tive and human responsibilities involved 
in recruiting, training, building, and 
supervising a sales organization. He will 
have the responsibility for such things 
as selecting sales territories, carrying out 
sales promotion and advertising cam- 
paigns, establishing price policies, devel- 
oping suitable volume goals and expense 
budgets, determining adequate methods 
of compensation for sales personnel, and 
handling the difficult problems of cus- 
tomer relations which fall outside nor- 
mal routines, or which are beyond the 
capacities of his subordinates. 

In dealing with these responsibilities, 
the new marketing manager will be 
drawing heavily upon the skills of an 
artist, because his work will be much in 


the area of human relations and human 
motivations, where the intangible and 
illogical are often more important than 
the tangible and logical and where in- 
tuition is frequently a better guide than 
any amount of rational analysis. In dis- 
charging these responsibilities, he will 
also be managing many people who are 
largely of an artistic bent—sales-promo- 
tion experts, advertising people, and, to 
a certain extent, the salesmen them- 
selves. 


Responsibility for Marketing Strategy 

In addition to this traditional respon- 
sibility for doing a selling job, the new 
marketing manager today must also as- 
sume certain other responsibilities which 
are “new” responsibilities in terms of 
the new importance they are assuming 
and the new emphasis which is being 
placed upon them. Foremost among these 
is the responsibility for marketing strat- 
egy. In this term is included responsibil- 
ity for the tactics of marketing in relation 
to a company’s over-all program, and 
responsibility for the logistics of the en- 
tire distribution process. 

The whole field of marketing strategy 
has assumed a rapidly growing signifi- 
cance in recent years for many reasons. 
Among other things, note the following: 


—The unusually high rate of business ex- 
penditures for new plant facilities in the 
postwar period, and the growing indica- 
tions that the major economic problem 
of the near-term future may be that of 
stimulating consumer demand to the 
point where it can absorb the output of 
the new facilities on a continuous basis. 

—The steadily increasing scale of the capi- 
tal investments required for manufactur- 
ing and distribution facilities, which be- 
cause of the high fixed costs associated 
therewith, place a high premium on the 
ability of marketing organizations to pre- 
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dict future sales volume with precision 
and to deliver results in accordance with 
forecasts. 

—The proliferation of new products spring- 
ing from accelerated technological re- 
search, which has resulted in a high rate 
of product obsolescence and accentuated 
all the problems associated with product- 
line planning, inventory management, 
and the introduction of new products to 
the market. 

—The growing trend toward product di- 
versification as a means of gaining sta- 
bility in over-all corporate income, which 
has tended to complicate the problems 
of marketing management at all levels 
of the organization from the bottom to 
the top. 

—The generally rising standard of living, 
which has tended to make consumers 
more discriminating in their wants and 
more exacting with respect to quality, 
price, and the range of products from 
which they wish to make selections. 

—Finally, the steadily rising costs for la- 
bor and other - factors of production 
which have attached a new significance 
to profit planning and profit analysis, and 
have created an urgent need to see that 
each dollar of capital invested in the 
marketing department is earning a satis- 
factory rate of return. 


All of these circumstances are combin- 
ing to bring about a fundamental change 
in the character of the marketing-man- 
agement job. A new and major emphasis 
is being placed upon the strategic, tacti- 
cal, planning, and analytical aspects of 
the marketing manager's work. Today, 
perhaps more than ever before, he must 
conduct a relentless search for new lo- 
gistic arrangements and new distribu- 
tion techniques which will improve his 
cost position in the market relative to 
competitors. He must likewise ruthlessly 
comb his existing operations for “profit 
leaks” and for situations which are at the 


low end of the scale in terms of profita- 
bility. 

In dealing with these matters, it will 
be necessary for the marketing manager 
to set some new standards for himself 
and his organization. It has long been 
recognized that volume considerations 
must give way to profit considerations in 
appraising marketing department per- 
formance. Today some further transi- 
tions are necessary. Profits must be 
related to capital investments in the 
marketing area—not only in the head- 
quarters offices, but likewise at nearly 
all operating levels in the marketing or- 
ganization. Finally, the senior members 
of the marketing-management team must 
be prepared to appraise and evaluate 
returns earned on invested capital in the 
marketing department in the light of 
those earned in other parts of the busi- 
ness. 

In short, the circumstances of today 
are calling upon marketing managers to 
function in increasing degree as scien- 
tists in conceiving the business strategy 
of marketing operations, as well as artists 
in carrying out that strategy. 


Responsibility for Facing Business Facts 


A third responsibility of the new mar- 
keting manager is one closely associated 
with that discussed above, namely, the 
responsibility for facing business facts 
in a hard-headed, realistic manner. 

_ This involves several different things. 
First, it is necessary to establish the or- 
ganization and procedures to collect the 
facts—clearly we cannot face them until 
we have them. Accordingly, the new 
marketing manager must employ effec- 
tively all the techniques of market re- 
search, control reporting, and associated 
information-gathering activities. ‘The in- 
formation must then be digested and 
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interpreted, and a constructive plan of 
action must be developed from the find- 
ings. Finally, it is up to the marketing 
manager to see that something is actually 
done about the results. 

These things are not easy for the ordi- 
nary selling organization to do. This 
matter of facing business facts realis- 
tically does not “come naturally” to the 
ordinary salesman. In the normal course 
of his selling experience, he learns to 
talk around adverse facts which may be 
raised by unreceptive customers. He also 
learns to brush aside the unhappy cir- 
cumstance of a lost sale and to approach 
each new prospect with spirit and en- 
thusiasm. 

A good salesman thus automatically 
develops a “good forgetter” and learns 
not to let his mind be cluttered, or his 
work be influenced, by negative experi- 
ences. He learns to look at the world 
through some special “‘salesmen’s glasses” 
which shut out the negative and accentu- 
ate the positive. Later on, when he 
reaches higher management levels and 
when control reports containing nega- 
tive information begin to come across 
his desk, he intuitively closes his mind to 
them and searches for, or has his subor- 
dinates prepare, some other kinds of fig- 
ures that will be more satisfying to him.! 

There is, therefore, an important psy- 
chological transition which a good sales- 
man must make as he moves up the or- 
ganization ladder and assumes in increas- 
ing degree the broader responsibilities 
of marketing management. In short, he 
must become a cold, hard realist in the 
world of business facts. 


Responsibility for Innovations 


The new marketing manager should 


*The author is indebted to Mr. ‘Harry J. Ken- 
nedy, Senior Vice President of the Continental 
Oil Company, for the interpretations in this section. 


next be charged with the responsibility 
for introducing and speeding the adop- 
tion of innovations in distribution meth- 
ods. This task is essential for competitive 
reasons, and also because a_ constant 
stream of innovations is necessary for the 
economic progress of the nation. Only 
by finding new and more efficient ways 
of doing things can we realize a steadily 
advancing standard of living for our pop- 
ulation as a whole. The responsibility 
for innovation is, therefore, important 
from both a business and social stand- 
point. 

For the marketing manager to dis- 
charge adequately his responsibilities in 
this area, at least three things are neces- 
sary: 

Receptivity to Changes. First of all, 
the marketing manager must develop 
within himself and his organization a re- 
ceptive attitude with respect to new ideas 
and new developments. 

The individuals in any business group 
usually fall into two general categories. 
First, there are those who tend to regard 
any change in the accepted order of 
things as threat to their personal security 
or happiness, and hence their first re- 
sponse to any change in plans or circum- 
stances is usually negative. Second, there 
are those who regard changes as a fertile 
field for new opportunities, and hence 
their characteristic response is to view 
changes as desirable until proved other- 
wise. 

Clearly the new marketing manager, 
and his associates, must be pritnarily of 
the second type, because if there is any- 
thing we can predict with certainty about 
the future of business affairs, it is simply 
that there will be plenty of changes in 
the present order of things. 

Creative Imagination. Next, the new 
marketing manager must insist upon a 
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very high order of creative imagination 
on the part of at least some of his subor- 
dinates—the power to dream up com- 
pletely new ways of handling distribu- 
tion processes. 

As we review the history of the past 
quarter of a century, we can find ample 
evidence of enormous progress in the 
fields of science and engineering: radio, 
television, atomic energy, guided missiles 
that do their own stellar navigation, jet 
air transports that will permit us to take 
off in New York as the sun touches the 
horizon in the West and arrive in San 
Francisco before it completely disap- 
pears, airplanes that take off and land on 
their tails, and earth satellites heralding 
the new era of interplanetary travel! 
These developments seem fantastic and 
incredible, but nonetheless they are fast 
becoming commonplace realities. 

As we look about us in the field of 
marketing management (or indeed, in 
the field of business administration gen- 
erally), we can see a number of impor- 
tant new developments, but rarely do 
we find anything of the breath-taking, 
awe-inspiring significance of many of the 
recent changes in the field of the natural 
sciences. And it is long past time we 
raised the question, why should this be 
so? We must, therefore, charge our new 
marketing manager with the responsibil- 
ity of finding ways and means of stimu- 
lating changes in the distribution field, 
parallel in importance and scope to those 
going on in technical areas. 

Awareness of Obsolescence. Finally, if 
the new marketing manager is to dis- 
charge his responsibility for innovation, 
he must develop in himself and_ his 
organization the capacity to perceive 
obsolescence in business policies. 

Professor Malcolm P. McNair of the 
Harvard Business School opened a recent 


address before the National Retail Dry 
Goods Association with the following 
statement:* “The trail of business prog- 
ress is littered with the debris of outworn 
management devices. One of the great 
truths of human experience is that man- 
agement plans, systems, and concepts 
have a rate of obsolescence just as does 
a piece of machinery. . . . Originally 
serving fully appropriate purposes, they 
tend to become encrusted with habit and 
tradition to a point where they actually 
become deterrents to fresh thinking.” 

In keeping with this thought, the new 
marketing manager should accept a high 
order of responsibility for perceiving the 
points at which business policies in the 
marketing area undergo economic obso- 
lescence and, in effect, degenerate into 
business prejudices. 


Responsibility for Defense of 
Our Economic System 


Finally, the new marketing manager 
should be charged with the responsibil- 
ity for manning the front lines of de- 
fense in our efforts to maintain in this 
country the private enterprise system 
which has contributed so much to the 
high standard of living enjoyed by the 
American public. The threat to our pres- 
ent economic order which lies in the 
steadily growing role the federal govern- 
ment is playing in American business 
life is all too apparent. The experiences 
of almost every European nation demon- 
strate that the threat is not an idle one 
and that it is a very easy thing to drift 
down the road toward some form or an- 
other of socialism. 

The political attacks upon business 
organizations and the growing tendency 


* Before the Controller’s Congress and Merchan- 
dising Division Joint Session, National Retail Dry 
Goods Association, 46th Annual Convention, New 
York, New York, January 9, 1957. 
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toward the exercise of various kinds of 
government intervention and control 
have their roots, of course, in deep-seated 
and long-standing misgivings on the part 
of the public with respect to the motives 
of business managers and the human and 
social values of business enterprises, and 
particularly large-scale enterprises. 

In meeting this problem, we must first 
of all make certain that business practices 
and methods meet very high standards 
from a social, moral, and ethical stand- 
point. We must then resist with vigor 
and skill the attacks which spring from 
misguided, ill-informed, or politically 
inspired sources. 

The marketing manager is necessarily 
in the forefront of this battle, because 
the marketing department is the one 
which ygormally has the closest associa- 
tion with the public. Moreover, the mar- 
keting manager is the one who has the 
responsibility for the matters which have 
most frequently been the focal points of 
political attack, namely, price and prod- 
uct policies and business relationships 
with dealers, jobbers, and the many 
other small business units involved in 
the distribution process. 

If he is to be successful in discharging 
his responsibilities in this area, the new 
marketing manager must recognize that 
it is not sufficient merely to extol the 
economic and materialistic contributions 
of our present business system. Good 
products, in large volumes, at low prices 
—this is an old story, and the public has 
long since come to regard these things 
as minimum standards of performance. 
The attack today is being made on so- 
cial, moral, and ethical grounds—and 
these are the grounds on which it must 
be met. 

The marketing manager must also rec- 
ognize the importance of taking a con- 


sistent position before the public. We 
cannot, on the one hand, sing the praises 
of free, unfettered business competition, 
and on the other hand, seek the pseudo- 
protection of the so-called fair-trade 
laws, excessive restraints on foreign im- 
ports, and government support of agri- 
cultural prices at unrealistic levels. Nor 
can we clamor for reductions in taxes 
and federal spending and at the same 
time plead for government building pro- 
grams to stimulate trade in areas where 
we do business. These are inconsistencies 
which the public will not accept as a 
steady diet. 

Finally, the marketing manager must 
realize that much of the pressure for 
government intervention and control 
comes, unwittingly, from within our 
own ranks! All too often when competi- 
tive pressures become a little more pain- 
ful than usual, businessmen are inclined 
to run to Washington for some kind of 
federal protection or control. Each group, 
of course, wants only a little bit of fed- 
eral help—at the points where it is experi- 
encing competitive pressure or having 
other difficulties—and vigorously resists 
government intervention in other areas. 
But in the aggregate, this adds up to a 
tremendous clamor for federal interven- 
tion and control—here, there, and every- 
where in our economic life! We must 
recognize that true business competition 
sometimes achieves its ends by painful 
means, and we must learn to accept the 
bitter along with the sweet. 


MEANS OF HANDLING THE MARKETING JOBS 


The new marketing manager might 
well say: “This is all well and good. I 
understand and appreciate the signifi- 
cance of the points you have been discuss- 
ing. Do you now have any suggestions as 
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to how I should go about handling these 
‘global’ responsibilities you have as- 
signed to 

Two suggestions might be made in 
response to this question. 


A Problem of Eugenics 


The first problem to be faced is one 
of eugenics. We must do some crossbreed- 
ing in our marketing organizations. The 
handling of these responsibilities clearly 
calls for a diversity of human talents. We 
need men who have the personality traits 
and human characteristics which will en- 
able them to do an effective job in deal- 
ing with customers and the public; we 
need artistic and imaginative people to 
create effective advertising and sales pro- 
grams and to develop new ideas with 
regard to distribution methods; and we 
need men with strong analytical abilities 
to cope with the strategic and logistic as- 
pects of marketing operations. 

All of these capacities, of course, are 
not easily found in any one individual. 
We must, therefore, establish recruiting 
programs which will continually feed 
into marketing organizations at least two 
different types of individuals: a group of 
“artists” whose primary forte will be the 
problems of personal selling, advertising, 
and sales promotion, and a group of “‘sci- 
entists’’ whose primary forte will be 
analysis, interpretation, and logistic plan- 
ning. In time, these two streams will in- 
fluence and educate each other, and out 
of the intermingling will come the new 
generation of marketing managers. 

The task of bringing a sufficient num- 
ber of analytically minded people into 
our sales organizations will not be ac- 
complished easily, because any manage- 
ment group is always prone to do re- 
cruiting in its own “image.” 


Organization Arrangements 


Beyond well-balanced recruiting, the 
next step in handling these new respon- 
sibilities of marketing management is 
organizing to do the job. Suitable staff 
units must, of course, be set up to handle 
such things as market research, sales anal- 
ysis, product planning, price analysis, 
supply and distribution arrangements, 
and similar matters. It matters little 
whether all these analytical, planning, 
and service groups are actually part of 
the marketing department or attached to 
other groups, providing they are compe- 
tently manned and available to the mar- 
ket department when needed. In addi- 
tion, the senior officers of the marketing 
department must, of course, be placed 
on appropriate general committees where 
they will have an opportunity to partici- 
pate in the formulation of plans and 
programs for the company as a whole. 

After a suitable plan of organization 
has been worked out, procedures must 
be set up, formal or informal, which will 
enable each part of the organization to 
play its proper role in the management 
function. This is a point which is fre- 
quently overlooked. All too often we es- 
tablish a market research unit, or some 
similar staff group, and then assume that 
the job is done and that the function will 
be handled automatically. Actually, con- 
tinual effort is necessary to make sure 
that such units participate effectively in 
the day-to-day stream of management af- 
fairs and that appropriate analytical and 
research experience will be brought to 
bear upon management problems at the 
appropriate time. 


CONCLUSION 

In one sense, there is nothing “new” 
at all about the responsibilities of mar- 
keting management discussed in the pre- 
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ceding pages. To some degree, it has long 
been recognized that they were a part 
of the marketing job. But these respon- 
sibilities are new today in terms of the 
new emphasis that is being placed upon 
them, the new organizations and proce- 
dures that are being set up in company 
after company to assure that they will 
be handled effectively, the new courses 
of instruction that are being established 
in colleges and universities to provide 
training in these matters, and the new 
importance they are assuming in the 
strategy of business competition. 

The task of reorienting selling organi- 
zations in these new directions will not 
be easy. Philosophers, historians, and 
theologians tell us that our greatest 
strengths often prove to be the source 
of our most serious weaknesses. This 
holds true for entire civilizations, small 
social groups, and individual personali- 


ties. Consider, for example, the company 
executive who has outstanding ability 
and great capacity for personal leader- 
ship—so talented, in fact, that he has no 
need to develop strong subordinates 
around him, or, if developing them, fails 
to use them effectively. Here indeed 
great strength carries the seeds of serious 
weakness. 

So, too, it will be in the case of many 
selling organizations. The greater their 
capacity to do an aggressive, hard-hit- 
ting, personal selling job, the less likely 
they will be to appreciate the importance 
of, and to assume the responsibilities 
for, the strategic aspects of marketing 
and the other new responsibilities dis- 
cussed above. The task of overcoming 
this natural tendency and of developing 
strength with respect to both the old and 
the new responsibilities is the essence of 
the job that lies ahead. 
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HOW TO STUDY FOREIGN MARKETS 


VICTOR P. BUELL 


The foreign business of many American companies is now receiving the attention of 
top management. And, as investment in foreign operations grows, company managements 


are looking for more facts on which to base decisions. This article raises the question of 
where American companies will turn to obtain research on foreign markets. 

The author outlines the experiences of The Hoover Company when it decided to re- 
search foreign markets before making further investments in overseas production facili- 
ties. He provides a detailed outline of the step-by-step process his company goes through 


when planning a foreign-marketing study. 


HE acceptance of the scientific—or 
to the analysis of 
marketing situations has spread rapidly 
in U.S. industry, particularly since the 
end of World War Il. The marketing 
specialist is almost a standard fixture in 
the American business organization. 

But what about American companies 
that market abroad? Has the broad body 
of specialized knowledge and techniques 
developed by American marketing re- 
searchers over the past thirty years been 
put to use by American companies to 
study foreign-market opportunities? By 
and large, it has not. 

That the situation is changing, or 
about to change, is evidenced in a num- 
ber of ways. For example, the 1957 Bos- 
ton Conference on Distribution placed 


@ About the Author. Victor P. Buell is Manager of 
the Marketing Division, The Hoover Company, 
North Canton, Ohio. He acts as consultant to man- 
agement on product and market planning for his 
company’s domestic and overseas operations. 

Before joining Hoover, Mr. Buell was an associ- 
ate of McKinsey & Company, management consult- 
ants, where he worked on both domestic and for- 
eign marketing problems. He is a Director of the 
American Marketing Association and Chairman of 
the Association’s National Company Membership 
Committee, Director of the Canton Sales Executives 
Club, and a member of the Research Committee, 
New York Sales Executives. 

Mr. Buell is the author of numerous articles on 
marketing subjects. His article, “Organizing For 
Marketing Planning,” appeared in the July, 1956, 
issue of THE JOURNAL OF MARKETING. 


heavy emphasis on papers dealing with 
foreign marketing. The June, 1958, Con- 
ference of the American Marketing As- 
sociation had a strong international 
flavor. The American Management As- 
sociation recently established the Inter- 
national Management Association as a 
semi-autonomous division, covering all 
phases of foreign-business operations, in- 
cluding marketing. Membership in this 
organization and attendance at its con- 
ferences by American businessmen has 
exceeded by far the expectations of its 
founders. 


WHY THE INTEREST IN FOREIGN MARKETS? 


The explanation for this increased 
awareness of foreign marketing by Amer- 
ican business management is simple. 
American exports have been increasing 
annually at a rapid rate, as have Ameri- 
can investments in overseas facilities. 
Thus, U.S. exports grew from $10 bil- 
lion in 1950 to $19 billion in 1956; and 
U.S. private investment abroad increased 
from $19 billion in 1950 to $33 billion 
in 1956. 

Until recently foreign business for 
most U.S. companies has represented 
such a small share of total income that it 
has received little attention from top 
management. Foreign operations were 
usually handled by the Export Manager, 
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often a second- or third-level position. 
Three things have happened to change 
this picture: (1) The potential. of world 
markets has increased to the point where 
many U.S. managements, looking for op- 
portunities to expand volume, are giving 
greater attention to foreign sales. (2) At 
the same time more and more foreign 
countries—to conserve currency or to 
encourage local production, or both—are 
restricting imports of many products or 
refusing entry to them entirely. This 
means investment in plant facilities or 
licensing arrangements by the U.S. cor- 
poration in these countries if the com- 
pany is to maintain or expand its vol- 
ume in such countries. (3) The creation 
of the European Common Market poses 
a threat to U.S. manufacturers exporting 
to Europe. Common tariff barriers may 
prevent U.S. goods from competing ef- 
fectively. On the other hand, the lower- 
ing of trade barriers between countries 


of the Common Market may open profit- 
able opportunities to the U.S. company 
with production facilities located within 
the Common Market. 


Effect on Marketing Organization 


As a result of these changed condi- 
tions the former export department in 
many companies has grown to the status 
of an integrated division or subsidiary. 
Titles such as vice president—foreign 
operations . . . and _president—interna- 
tional division . . . are becoming com- 
mon. 

As the size of the foreign operation 
job increases—and as more invested cap- 
ital is required—it becomes more im- 
portant that decisions on foreign prob- 
lems be based on market facts and ob- 
jective analyses. The opinion of the for- 
eign sales manager or sales agent is no 
longer sufficient as a basis for decisions 
involving sizable capital expenditures 
and long-term growth opportunities. 


Therefore, top managements and for- 
eign-operations executives are turning 
to marketing research for help, much as 
they did earlier for their domestic opera- 
tions. 


WHO WILL PROVIDE FOREIGN MARKETING 
RESEARCH? 

This raises the question of who will 
do foreign market research for U.S. com- 
panies. Most U.S. marketing men have 
had little or no foreign marketing ex- 
perience. While there is a small group 
of trained men, their numbers are far 
smaller than the growing number of 
companies needing foreign marketing re- 
search. Furthermore, much of the for- 
eign-market research to date primarily 
has been analysis of company sales and 
published market and economic data, as 
opposed to firsthand research in the mar- 
kets. 

Companies will not find much help in 
going to sales personnel of their foreign- 
operations department. Although these 
men may have excellent firsthand expe- 
rience in foreign markets, they rarely 
have the training, aptitude, or inclina- 
tion for marketing research. 

Managements, therefore, must turn to 
their domestic marketing men for assist- 
ance. Although the domestic marketing 
executive may lack foreign experience, 
this may not be as serious as it seems. 
The very nature of the marketing re- 
search man’s job is that of gathering and 
analyzing facts, frequently concerning 
unfamiliar situations. Foreign markets, 
with all of their differences due to varia- 
tions in customs, climates, geographies, 
and languages, are often no more difh- 
cult to analyze than certain types of do- 
mestic problems. 


EXPERIENCE OF THE HOOVER COMPANY 


The Hoover Company has successfully 
faced the problem of researching foreign 
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markets with men previously experienced 
only in domestic research. 


Planning a Foreign-Market Study 


When the Hoover Marketing Division 
was first called upon by company man- 
agement to conduct a foreign marketing 
study, those in the Division had to rely 
on their domestic experience in plan- 
ning a marketing study. 

Division personnel reasoned that sound 
principles of research must apply any- 
where in the world. Therefore, the job 
was broken down into the five basic ele- 
ments of a research study: (1) Defining 
the problem. (2) Deciding what informa- 
tion would be needed to answer the prob- 
lem. (3) Determining where and how to 
obtain the facts. (4) Getting the facts. (5) 
Analyzing the findings and determining 
the answer (or alternative answers) to 
the problem. 


DEFINING THE PROBLEM AND 
ESTABLISHING OBJECTIVES 


The problem for the Hoover Com- 
pany can usually be defined something as 
follows: Is ““X”’ country a good country 
for Hoover investment? What products 
should the company make? What vol- 
ume and profit can it expect? Will re- 
turn on investment and profits retained 
meet company standards? 

The marketing study cannot answer 
all problems. Other studies must answer 
questions about production, cost, per- 
sonnel, legal, and similar aspects. The 
marketing study, however, must deter- 
mine what products can be sold, in what 
quantity, what their design should be, 
how they must be priced and distributed, 
and how much volume can be expected. 

The objectives of the marketing study, 
therefore, usually are to determine: (1) a 
five- to ten-year forecast of total industry 
sales for each product under considera- 


tion; (2) characteristics of products now 
on the market; (3) characteristics of the 
market; (4) number and strength of 
competitors and the degree of competi- 
tion; (5) standards of design, perform- 
ance, and price that Hoover products 
must meet to compete successfully; (6) 
methods of distribution required; (7) ex- 
penditures necessary to distribute, sell, 
and promote successfully; (8) share of 
industry sales Hoover can expect, hence, 
what income it can obtain. 

Before making a detailed study of a 
foreign country, a broad review of the 
total problem is made based on informa- 
tion obtained from foreign subsidiaries, 
banks, and published data. If the broad 
analysis is encouraging, a detailed study 
of the market is planned. 

The marketing study is made before 
studies such_as manufacturing costs and 
facilities requirements, as it provides the 
information as to the potential sales that 
can be expected, what products should 
be manufactured, and what product de- 
sign should be. Such information is the 
basis for facilities, cost, and profit stud- 
ies. 


INFORMATION NEEDED TO ANSWER THE 
PROBLEM 


Once the problem and broad objec- 
tives of the study have been defined, the 
next step is to determine the specific in- 
formation needed to answer the objec- 
tives. 


Economy of Country 


It is important to know the general 
economic climate in which the company 
would operate. Therefore, trends and 
rate of change are sought for population, 
national income, income per family and 
numbers in each income group, average 
wage, retail sales, gross national product, 
electrical output, value of manufactur- 


if 4 
| 
. 
| 
| 
j 
v 
4 
| 4 


12 THE JOURNAL 


OF MARKETING July 1958 


ing, inflationary pattern, value of prin- 
cipal imports and exports, and climate 
and topography. 

Population and per capita- or per fam- 
ily-income are particularly important 
in estimating product potential. By re- 
lating these data to the minimum income 
families must have to afford the com- 
pany’s products, a basis for determining 
broad potential is established. 

In one recent experience, the income 
level of families purchasing an appliance 
was found to be 50 per cent lower than 
that estimated by local sales personnel. 
This factual information was learned 
from inspection of consumer time-pay- 
ment contracts held by dealers. It re- 
vealed that the potential number of cus- 
tomers for the product was nearly three 
times what it had been thought to be by 
local subsidiary personnel. 


Industry Data 


Next, the size and trends of the elec- 
trical industry are determined from in- 
formation such as the value of electrical 
industry imports, production, and ex- 
ports; value and units of appliance in- 
dustry imports, production, and exports; 
percentage of families owning the more 
common electric appliances; percentage 
of homes wired for electricity; and the 
characteristics of electrical current. From 
this can be determined the country’s 
stage of development in home appliances 
and how well equipped it is to utilize 
electric appliances. 


Product Data 


For the products under study, produc- 
tion, export, and import figures are 
needed by year for the past five years, 
analyzed by type and price range. Also 
needed are the percentage of families 
owning the product, consumers’ desires 
to own and their intentions to buy, 


where potential customer groups are lo- 
cated and the proportion of population 
they represent, who makes and influences 
the. decision to buy, the persuasive ap- 
proaches best calculated to influence 
prospects, frequency with which the 
product is purchased, and the seasonal 
buying pattern. 

From this information, plus the in- 
come and population data, can be de- 
termined the total size of the market for 
the product, the trend of sales, and the 
extent of demand, both actual and _po- 
tential. 

Emphasis is placed throughout the 
study on obtaining product data broken 
down by type and price. An experience 
will illustrate the importance of develop- 
ing this type of information. 

A preliminary study by one of the 
company’s subsidiaries had shown a siz- 
able and healthy growth pattern in vac- 
uum cleaners in a European country. 
The information was so encouraging 
that a manufacturing facilities and cost 
study was carried out. Before making a 
final decision, however, top management 
believed more specific market informa- 
tion should be known. 

Therefore, the parent organization ar- 
ranged for its own study, which confirmed 
that the vacuum-cleaner industry volume 
was sizable and growing. However, this 
study also showed that the great major- 
ity of industry sales were in a light, in- 
expensive cleaner of a type that the com- 
pany was not prepared to manufacture. 
Furthermore, consumers were well satis- 
fied with this type of cleaner, and their 
buying intentions indicated that they in- 
tended to continue purchasing this type. 

Industry sales of the quality type of 
cleaner manufactured by Hoover also 
were growing, but far more slowly than 
the inexpensive type. The study indi- 
cated that Hoover would have to cap- 


| 
2 


HOW TO STUDY FOREIGN MARKETS 


13 


ture 50 percent of the existing market 
for its type of product to reach break- 
even volume. As other well-established 
companies were already producing in 
this country, it did not seem reasonable 
that Hoover could capture one-half of 
this market without excessive sales and 
promotion expenditures. 

A decision based on the original gen- 
eral industry information could have 
proved very costly. 


Competitive Situation 


It is important to understand the com- 
petitive climate in wuich the company 
will operate—the companies that manu- 
facture or import and their approximate 
shares of market, trends in competitors’ 
shares of market, product types offered 
by each brand and their price ranges. 

Also important are consumer prefer- 
ences by brand, type, and price; trend in 
share of market by principal product 
types and price range; quality, perform- 
ance, and design of competitive prod- 
ucts; price structure and prevailing trade 
discounts at wholesale and retail levels; 
and which companies have the best and 
poorest relations with the trade and why. 

From this information can be deter- 
mined how difficult it may be to break 
into the market, whether the company’s 
product design and prices would be 
competitive, what discount structure is 
needed, and weaknesses of competitors 
upon which the company could capital- 
ize. 

Appropriateness of product design 
should not be overlooked by a U.S. com- 
pany entering a foreign market. Quite 
naturally, the tendency of American ex- 
porters is to ship abroad current or ob- 
solete models from their U.S. production 
lines. But these are often inappropriate 
in terms of the customs, housing char- 
acteristics, and economic circumstances 


of consumers in many foreign countries. 
An example is the big, expensive, Ameri- 
can washing machine with its many com- 
plex features and its requirements for 
built-in plumbing and high voltage rates. 
This type of washer is the pride and 
joy of the American housewife, yet holds 
little interest for the housewife of many 
countries where her need is for a sim- 
ple, basic, compact, inexpensive machine 
which requires no plumbing attachments 
and which will operate on poor elec- 
trical current. 


Channels of Distribution 


A company should know the custom- 
ary channels of distribution used for its 
kind of product and their degree of ef- 
ficiency. It should know the types of 
wholesalers and retailers that stock the 
product, the relative importance of each 
type, and the approximate number of 
wholesale and retail outlets available 
in principal markets. 

Selling, promotion, service, and stock- 
ing functions performed by wholesalers 
and retailers may not be the same as in 
the U.S. Transportation facilities avail- 
able for reaching key markets and ware- 
housing facilities available may offer 
special problems. 


Competitors’ Sales Organizations 


The size of competitors’ sales organi- 
zations and the selling methods they use, 
plus the information on channels of dis- 
tribution, provide clues as to the size and 
type of sales force the company will 
need. This, with information about pre- 
vailing compensation structures, permits 
the establishment of estimated sales costs. 


Advertising and Promotion 


The type and extent of advertising 
required and estimated costs are deter- 
mined from an examination of competi- 
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tors’ practices, media available, prevail- 
ing rates, and an estimate of what will 
be required to establish the company’s 
product. 


Repair and Maintenance Service 


Repair and maintenance service is an 
essential of appliance distribution. In 
order to provide competitive or superior 
service facilities, competitors’ methods 
must be studied. Consumers’ and trade 
channels’ satisfaction with present prac- 
tices should be learned. 


Credit 

Credit is an important factor in appli- 
ance sales in most countries. Terms are 
often far more liberal than in the U.S. 
Furthermore, shortages of capital within 
the country usually mean the U.S. manu- 
facturer must plan to tie up substantial 
capital sums for financing purposes. 

Therefore, in studying a foreign mar- 


ket it is necessary to determine the pre- 
vailing credit terms from manufacturer 
to wholesaler to consumer, the extent to 
which consumer credit is used, restric- 
tions on credit, and availability and cost 
of local capital for credit purposes. 


Sociological Factors 


Sociological factors are those which do 
not fall in other categories, but which 
may be all important in determining 
product sales potential. The list for 
checking cannot always be _predeter- 
mined; therefore, the researcher must be 
alert to discover anything that may affect 
the demand for appliances, such as: Is 
there a general recognition of the bene- 
fits of labor-saving home appliances and 
a desire to own? Is domestic help cheaper 
than, and considered better than, elec- 
trical appliances? What is the trend in 
cost and availability of domestic help? Is 
home wiring and plumbing generally 


adequate for appliances? What is the 
effect of decorating and maintenance 
customs on product demand? For exam- 
ple, extent of rug use as it affects the 
need for vacuum cleaners? 


WHERE AND HOW TO OBTAIN INFORMATION 


Once the problem has been defined 
and information needed has been deter- 
mined, a decision must be made as to 
where and how to obtain the facts. There 
are two general sources—sources in the 
U.S. and in the foreign country. 


U.S. Sources 


While U.S. sources provide general 
marketing information on a country, the 
most significant information is learned 
only within the country under study. 
Useful U.S. sources are from the Depart- 
ment of Commerce, United Nations Sta- 
tistical Office, commercial banks, the 
World Bank, foreign trade publications, 
and export associations. 

The National Industrial Conference 
Board's report entitled Researching For- 
eign Markets is a valuable guide. The 
J. Walter Thompson Company's publi- 
cations The Latin American Markets 
and The Western European Markets pro- 
vide convenient summaries of published 
market and economic data on Latin 
America and Europe. 


Foreign Sources 


Foreign sources usually fall into the 
following categories: government depart- 
ments; embassies and consulates; industry 
or trade associations and chambers of 
commerce; custom brokers; public utili- 
ties; banks; publications; advertising 
agencies; manufacturers and importers; 
wholesalers, retailers, and sales agents; 
and consumers. 

All sources do not need to be checked 
in all countries. For example, to learn 
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the trend of product sales by type and 
price range one could: check government 
and trade associations sources for statis- 
tical data covering past five years; inter- 
view a sample of manufacturers, whole- 
salers, and retailers for their experience 
and opinions; interview a sample of con- 
sumers to learn their purchases by year 
over a five-year period and their buying 
intentions. 

Data from various government sources 
in many countries must be checked and 
interpreted carefully. Not all countries 
have the same high standards of collec- 
tion and preparation of data as the 
United States, although some of the more 
advanced countries have excellent data. 
In any case, checks with the trade and 
with consumers can be used to verify the 
statistical data. 


GETTING THE FACTS 

How does one go about getting the 
information needed to answer specific 
problems? There are two sources of per- 
sonnel for running down the facts: com- 
pany personnel or agents of the com- 
pany; private organizations specializing 
in foreign research. 


Company Personnel 


The advantage of using company per- 
sonnel or agents is that they are most 
familiar with the products and policies 
of the company. On the other hand, 
there are several disadvantages. 

Good market research takes time; com. 
pany personnel or agents of the company 
with other responsibilities are hard put 
to find the hours to do thorough research. 
Also, American-based personnel may not 
have sufficiently intimate knowledge of a 
variety of countries to be able to find 
the best sources of information, under- 
stand the shortcomings of the data, nor 


to understand peculiarities of research 
techniques of each country. Finally, lo- 
cally based company personnel or agents 
may not be trained, objective reporters. 
They may have a personal stake in the 
decisions to be made which could un- 
consciously influence their findings. 


Private Research Organizations 


The disadvantage of using the private 
research organization is that it cannot 
be as familiar with the company’s prod- 
ucts, policies, and nuances of the prob- 
lem as are company personnel. But there 
are several advantages to using the pri- 
vate research organization. 

It is objective; it has no personal stake 
in the outcome of the research. It has 
firsthand knowledge of the country under 
study. It has experience with the research 
techniques required and with sources of 
information and their reliability. Fi- 
nally, it devotes its full time to the proj- 
ect, saves the time of the company per- 
sonnel, and completes the study in a 
shorter time. 

Hoover Company assignments are usu- 
ally given to a research firm; but a com- 
pany marketing analyst also makes a 
brief firsthand study in the foreign coun- 
try. Exposure of company marketing per- 
sonnel provides background and lessens 
the danger of unrealistic “stateside” 
analysis. 


ANALYSIS OF FINDINGS 

The final step in the marketing study 
is the analysis of findings and reaching 
of conclusions and recommendations. If 
the study was well planned and exe- 
cuted, conclusions usually become clearly 
evident from an analysis of the findings. 

Hoover requires the independent re- 
search organization to submit an analysis 
of its findings, with conclusions in terms 
of the objectives of the study. The com- 
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pany Marketing Division makes its own 
independent analysis of the findings 
against its background of experience 
with marketing conditions in the United 
States and other countries and based on 
its own studies of the country in question. 

A final report, prepared by the mar- 
keting division, is based on its own find- 
ings, those of the research organization, 
and the opinions of subsidiary personnel 
with experience in the country under 
study. With this type of information, 
company management can make deci- 
sions with greater confidence than when 
experience, judgment, and the advice of 
foreign personnel were the only bases 
for decision making. 


SUMMARY 


The need for foreign-market research 
is gaining recognition as overseas vol- 
ume of U.S. companies grows, as foreign 
marketing becomes more competitive, 
and as conditions require more invest- 
ment of capital in foreign production 
facilities. | 

The Hoover Company uses its research 
to solve product and marketing prob- 
lems in its domestic and overseas opera- 
tions. This company believes it is even 
more important to make use of this man- 
agement tool in attacking foreign prob- 
lems since in the foreign situation parent 
company executives have less firsthand 


knowledge and experience on which to 
base their judgment; consequently, they 
feel even more the need for facts devel- 
oped by objective research. 

Hoover has found that foreign mar- 
kets lend themselves to research as read- 
ily as domestic markets. Although each 
country presents different conditions, 
they lend themselves to standard research 
techniques or variations thereof. The 
company has found further that the cost 
of developing facts on foreign markets 
is small in relation to the importance of 
the decisions to be made. 

Like good U.S. market research, for- 
eign market research requires careful 
planning. Results are no better than the 
plans. Plans are improved if the assist- 
ance of research agencies and foreign 
subsidiary personnel is invited. 

Research of and by itself will solve 
few problems. It is no substitute for man- 
agement experience and judgment nor 
for the competent organization that must 
put decisions into effect. But decisions 
based on objective information are likely 
to be better than those based solely on 
judgment and the advice of foreign per- 
sonnel. 

The risks of capital losses from poor 
decisions and the opportunities for profit 
from good decisions are too great to war- 
rant anything less than the best manage- 
ment techniques that can be applied to 
those decisions. 
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THE IMPACT OF CONSUMER PREMIUMS ON 
MARKETING EFFICIENCY 


EUGENE R. BEEM 


The boom in trading stamps and other consumer premiums raises some interesting 


questions about the social value of this form of marketing. The author indicates that 
consumer premiums have probably increased the social efficiency of marketing. 

He shows how substantial savings have resulted from moving certain types of goods 
to consumers as premiums. Also premiums are an outlet for competition where quick 
retaliation or other factors would make price competition infeasible. Finally, premiums 
have often stirred up competition which has taken non-premium forms. From all indica- 
tions there have been enough shrewd shoppers and enough non-premium sellers to pre- 


oT since the early years of this cen- 
N tury have consumer premiums en- 
joyed such a boom in American mar- 
keting. Two of every three American 
families save trading stamps.' Even more 
use boxtops, coupons, cash-register tapes, 
or trading stamps as a medium of ex- 
change to acquire premium merchandise. 
A high percentage of these premiums is 
offered by the grocery trade—either man- 
ufacturers or retailers. 

Premiums are used in a great variety 
of ways as incentives to get people to do 
things—to secure distributor co-opera- 
tion; to stimulate salesmen; or to get 
consumers to watch demonstrations or 
pay bills on time. But the most frequent 


* Trendex News Poll, April 6, 1957. 


@ About the Author. The Author was Assistant 
Professor of Business Administration at the Univer- 
sity of California in Berkeley at the time this arti- 
cle was written. Currently he is associated with the 
Sperry and Hutchinson Company, New York City. 

He reports here on one aspect of a study which 
the University of California Bureau of Business 
and Economic Research sponsored on the econom- 
ics of consumer give-aways. Another aspect of this 
study, “Who Profits from Trading Stamps?” ap- 
peared in the November-December, 1957, issue of 
the Harvard Business Review. Professor Harry Alli- 
son gave valuable counsel on both articles. 

Dr. Beem received his undergraduate degree from 
the College of Wooster in 1942, and his Ph.D. from 
the University of Pennsylvania in 1951. 


vent “free” premiums from serving as a camouflage for price increases. 


use, and the only use with which this ar- 
ticle is concerned, is as a direct induce- 
ment to win consumer patronage. In this 
connection a premium offer is a tie-in 
arrangement in which a product (the 
premium) not part of a seller's regular 
sales assortment is sold at discount or 
given away in return for purchases made 
in the regular sales assortment. 


TWO TYPES OF PREMIUM OFFERS 


There are two principal types of pre- 
mium offers, each used by both manufac- 
turers and distributors. One type is the 
single transaction offer in which the pur- 
chaser can qualify for a premium with 
one normal purchase: a pair of nylon 
stretch socks ($1 retail value) for fifty 
cents and one coupon from a package of 
Kraft cheese. Sometimes no additional 
cash is required, as is often the case for 
premiums given in the store or enclosed 
in packages: Encyclopedia of Sports with 
each purchase of a Gillette Super Speed 
Razor. The second type of premium is 
the continuity offer in which a series of 
purchases is necessary to obtain a pre- 
mium: choice of 1,500 premiums for S & H 
trading stamps at prices ranging to 
seventy-two saver books, each book con- 
taining 1,200 stamps (the equivalent of 
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$120 of purchases). Continuity offers may 
require additional cash also, or consum- 
ers may have an option: Remington elec- 
tric razor, list price $31.50, free with 
1995 Regal stamps, or $19.45 with 50 
Regal stamps (one stamp given for each 
gallon of gasoline purchased). 

The premium system of distribution, 
particularly trading stamps, has been at- 
tacked vigorously by critics who have 
used such epithets as “racket” and “par- 
asite.”” But these charges are unwarranted. 
Frequently the consumer premium chan- 
nel for distributing merchandise offers 
substantial savings in the use of resources 
compared to orthodox channels. Fre- 
quently, too, premiums have stimulated 
the over-all effectiveness of competition. 


ORTHODOX VERSUS PREMIUM CHANNEL 
COSTS 


Single-Transaction Premiums 


A large majority of single-transaction 
premium offers require cash in addition 
to tokens evidencing purchase in the reg- 
ular sales assortment. The giveaway ele- 
ment in these offers is the difference be- 
between the cash required and the normal 
retail price of the premium. In the Kraft 
premium, consumers may save 50 per 
cent compared with the normal retail 
price for the stretch socks offered. Nearly 
all of these extra-cash-required offers are 
“self-liquidating’—the total direct costs 
for the premium (merchandise plus han- 
dling and administration) are already in- 
cluded in the offer price. With in-store 
offers by retailers, the premium com- 
monly carries a distribution margin of 
10 to 20 per cent of retail price, which 
is enough to offset direct expense but is 
substantially below the 50 to 60 per cent 
wholesale-retail margins which are cus- 
tomary for premium-type merchandise 
in normal channels. Often there are also 


savings in supplier costs for the premium 
channel as compared with orthodox 
channels. 

The savings obtained through pre- 
mium channels are from several sources. 
Manufacturers using premiums typically 
have little extra cost associated with 
their promotions. Often they neither 
stock nor handle the premiums nor even 
become involved in the financial transac- 
tions. These functions are performed on 
an economical scale by a premium-man- 
ufacturer representative, a premium job- 
ber, or the manufacturer supplying the 
premium. The premium user's sole re- 
sponsibility is promotion of the offer, 
and rarely are there significant extra 
costs for this. Promotion on the package, 
in this supermarket era, is the most effec- 
tive single device for popularizing a 
premium offer. This is costless aside 
from a modest fee for label plates or 
package flyers. Premiums are promoted, 
too, in the regularly scheduled advertis- 
ing of many users, but only on the rarest 
occasions with supplemental advertising 
budgets. 

In addition to requiring virtually no 
extra selling cost for the premium user, 
there are other real economies in the 
use of this premium channel. At the sup- 
plier level, premium orders are often 
substantially higher than those to any 
single intermediary in the ordinary chan- 
nel. This facilitates economies in produc- 
tion runs, administrative costs, and ship- 
ments (where premiums are not marketed 
directly from the factory). One premium 
consultant cited as typical a premium 
offer involving a small multi-purpose 
household tool for hammering, screwing 
and pulling out nails. In one year this 
offer, “tied” to a popular dog food, at- 
tracted 33,000 orders. The initial order 
from the manufacturer was for 3,000 
units. Subsequent orders were in larger 
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amounts. The largest single order in that 
year by any New York City hardware 
wholesaler was seventy-two units. 

Furthermore, the supplier needs no 
extra selling costs to move merchandise 
as premiums, aside from a modest com- 
mission to a_ preimium-manufacturer 
representative. And the supplier of mail- 
in premiums also may enjoy significant 
savings in packaging costs since the pack- 
age bears no burden of helping to sell 
the contents and may be strictly func- 
tional. 

Premium users typically buy at or be- 
low the best discount terms available to 
any class of wholesalers. There is no 
doubt but that, on occasion, premium 
users enjoy prices even more favorable 
than the cost savings effected. For a man- 
ufacturer with excess production capac- 
ity, the premium market offers a lucra- 
tive outlet which it pays to feed so long 
as the net price received exceeds the di- 
rect variable costs of the manufacturer. 
Leakage of regular patronage into the 
premium channel, and defection of reg- 
ular channel middlemen is minimized 
by the short run tie-in nature of premium 
offers, and often by differentiating the 
premium channel merchandise from the 
regular stock. 

On mail-in premiums, there are com- 
parative economies of scale in product 
wrapping and order handling because of 
the standardized nature of the limited 
premium assortment. Furthermore, the 
concentration of orders at one point (the 
premium manufacturer or the premium- 
supply house) reduces the aggregate cost 
for multi-middleman handling, storage, 
and working capital which are required 
when merchandise is dispersed through 
regular distributors. The turnover of the 
aggregate inventory investment through- 
out the premium channel is significantly 
faster. Even on retailer-stocked premium 


liquidators the turnover is much faster 
than for ordinary channels, partly be- 
cause of the price incentive and partly 
because the premium offer is short-run. 

Finally, the comparative distribution 
cost savings are pronounced for self- 
liquidating premiums because the pre- 
mium assortment is restricted to mer- 
chandise carrying relatively high margins 
through conventional channels—as indi- 
cated earlier, typically 50 to 60 per cent 
of retail price divided between retailers 
and wholesalers. 


Continuity Offers 


Continuity premiums involving cou- 
pon accumulation were highly popular 
among manufacturers in the early part 
of this century. These manufacturer pro- 
grams have recently shown a revival, but 
they are still relatively insignificant. 
Their essential operating principles are 
identical with retail trading stamp sys- 
tems. 

While some retailers run their own 
stamp program, there is usually an inter- 
mediary in this form of promotion. A 
trading-stamp company, independent or 
owned by one or a group of stamp users, 
ordinarily takes responsibility for print- 
ing and redeeming stamps, finding non- 
conflicting retailers to participate, coach- 
ing them in how to use stamps effec- 
tively, and helping to popularize a stamp 
plan with consumers. 

The median market value per 1,000 
stamps, among eight independently 
owned and two co-operatively owned 
stamp companies, was found to be about 
$2.45 by the price standard of a North- 
ern California department store. (By 
“list price’ standards the figure was 
$2.50, and by the price standard of a 
representative Northern California dis- 
count house, about $2.01.) Differences 
between the average independent com- 
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pany values and those of the co-oper- 
atively owned companies were insignif- 
icant. 

The cost of stamps depends upon the 
quantities in which they are purchased. 
The typical price to supermarkets, which 
give over half of all trading stamps, is $2 
per 1,000 from independent companies, 
and about $1.80 from co-operatively- 
owned companies. Thus, the consumer 
values, by department-store standards, 
are roughly 20 to 25, per cent greater than 
supermarket costs for stamps. 

For department-store stamp purchas- 
ers, the price structure seems to be com- 
parable to that for supermarkets. But 
among other stamp users such as service 
stations, drug stores, hardware stores, 
and dry cleaners, stamp costs run as high 
as $3 per 1,000, because smaller quanti- 
ties are purchased. The extra costs ap- 
pear to be in line with the higher burden 
per dollar of stamp sales for servicing 
these lower volume accounts. If both 
high-volume and low-volume stamp users 
are considered together, the average re- 
tailer cost for stamps is probably about 
$2.40 per 1,000, and the ratio of con- 
sumer value, by department store stand- 
ards, to retailer cost is therefore about 
1.02. 

Offsetting stamp-connected expenses 
for printing, popularizing, and servicing 
retail accounts are advantages in distrib- 
uting certain types of merchandise as 
stamp premiums. Some of the advantages 
are similar to those discussed for self-li- 
quidator premiums, but some also are 
unique to trading stamps: 


(1) Stamp companies ordinarily buy 
directly from suppliers at minimum fac- 
tory prices. 

(2) Premiums can be limited to mer- 
chandise presold by manufacturer adver- 
tising which retails through normal dis- 
tribution channels with aggregate dis- 


tributor margins of 50 per cent or more. 
A stamp center can avoid merchandise 
which requires selling effort by conven- 
tional stores, and merchandise, unprofit- 
able in its own right, which conventional 
stores feel obligated to handle in order 
to offer a balanced assortment. 

(3) Redemption stores offer few serv- 
ices—for example, no delivery and no 
credit sales—and they are often located 
in areas where rentals are lower than for 
conventional retailers of general merch- 
andise. 

(4) There are no separate promotion 
costs for the stamp redemption center. 

(5) Redemption centers are able to 
mesh merchandise demand and supply 
more effectively than general merchan- 
dise stores can do it. Thus, the mark- 
down and surplus stock problems are 
minimized. This advantage comes from 
the time lag between stamp sale and 
stamp redemption, which gives stamp 
companies a good idea of what merchan- 
dise demand will be. 

(6) Bigger stamp companies enjoy 
economies of integration in their chain- 
like distribution system. 

(7) There is no cost for working cap- 
ital since stamps are sold to retailers for 
cash well in advance of the time mer- 
chandise is required for redemption. 

(8) Stamp redemption ratios are less 
than 100 per cent. How much less de- 
pends upon the popularity of the stamp 
plan. A few stamp companies with widely 
used plans have redemption ratios as 
high as 97 or 98 per cent. Because com- 
petitor entry into the stamp business is 
easy, stamp companies have to allow for 
redemption ratios of less than 100 per 
cent either through lower stamp prices 
for retailers or through improved con- 
sumer values. Either way, the ratio of 
consumer value to retailer cost is im- 
proved. 
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OFFSETS TO DISTRIBUTION SAVINGS 


A major problem in measuring mar- 
keting efficiency is that many of the sav- 
ings effected by a reduced cost form of 
marketing are at least, in part, qualified. 
The burden of a marketing function is 
merely shifted, not eliminated. There 
are important offsets to the apparent sav- 
ings in the premium channel discussed 
above. They involve store handling costs 
in the case of stamps, hidden subsidies in 
some premium programs, and reduced 
service or convenience for some consum- 
ers. There is also the possibility, which 
does not seem to have materialized, that 
the premium diversion of profitable 
items from conventional channels might 
force higher margins for conventional 
stores. 


Handling Costs for Stamps 


Retailers who give stamps have the 
burden of safekeeping and dispensing 
them. Many users report that these obli- 
gations entail no extra expense signif- 
icant enough to warrant consideration. 
But some complain that stamp pilferage 
is a problem, and some that stamps re- 


quire extra man-hours at check-out 
counters. 
Elements of Subsidy 


Some of the advantages of distributing 
merchandise as premiums are based not 
on real economies, but on elements of 
subsidy—in the case of stamps, for ex- 
ample, a tiny amount from retailers who 
pay for tokens in advance of premium 
redemption, and a more considerable 
sum from consumers who do not bother 
to redeem their tokens. 


Impact on Consumers 


A major offset to the apparent savings 
of the premium channel is the reduc- 


tion in consumer services or convenience 
which this channel entails. 


(1) Assortments of premium merchan- 
dise are relatively narrow. This is 
true even in the stamp plans if they 
are compared to conventional stores, 
although these programs provide more 
choice than other premium plans. 
(2) Most of the premium offers have 
time limitations. Single-transaction of- 
fers are usually for a limited number 
of weeks. Continuity plans require the 
accumulation of a certain number of 
tokens before redemption is possible. 
(3) Mail-in offers require the incon- 
venience of addressing a letter and 
waiting for merchandise delivery. Pur- 
chases are often on the basis of a pic- 
ture and cursory description which, in 
the case of unknown brands, adds to 
normal uncertainty in purchasing. 
(4) Premium-redemption centers may 
be inconvenient to reach for many con- 
sumers, and they do not offer credit or 
free delivery. 

(5) Continuity plans require not only 
waiting, but counting and safekeeping 
of tokens, and licking and sticking in 
the case of stamps. 

(6) Continuity plans require concen- 
tration of patronage at particular re- 
tail establishments or on certain 
brands to make them effective. 

(7) Premiums may be unwanted by a 
large number of buyers. The family 
without small children will find scant 
use for (say) the miniature yo-yo bur- 
ied in the corn flakes. 


However, these limitations are worth 
the material gains for some bargain- 
hunting consumers. Many shoppers, too, 
like continuity premiums such as stamps 
because they are a method of “painless 
saving” for wanted luxuries. Some house- 
wives find psychological satisfactions in 
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token collection and redemption which 
reinforce the economic appeal.? 

Furthermore, there is no evidence that 
premiums are ordinarily accompanied 
by price increases, even in the case of 
the most popular form of premium, the 
trading stamp. This is because only a 
small defection of trade makes price 
hikes to pay for premiums unprofitable. 
And such a defection is threatened by 
the existence of non-premium competi- 
tors along with an important segment of 
the consumer market which is indiffer- 
ent toward premiums.* 


Impact Upon Conventional Channels 


A final potential offset to premium- 
channel savings is the impact of premi- 
ums on conventional distributors. It is 
at least theoretically possible that the 
premium channel, by concentrating on 
high profit margin items, might divert 
profitable patronage from conventional 
stores, forcing them toward higher over- 
all margins for non-premium type mer- 
chandise. There is no indication, how- 
ever, that this has been the case. 

In the first place, the premium diver- 
sion has been slight. The highest trade 
estimate of premium sales in 1956 was 
“nearly $2 billion.” This included all 
types of premiums and contest prizes, 
but represented only 5 per cent of 
the sales in the retail stores handling 
premium-type merchandise (department 
stores, general merchandise, appliances 
radio-television, and hardware 
stores).* 


* Bertrand Klass, “Report on Trading Stamps,” 
Super Market Institute Mid-Year Discussion Meet- 
ing, January, 1956, pp. 10-12. This report sum- 
marizes the results of a survey of Denver shoppers 
by the Stanford Research Institute. 

* Eugene R. Beem, “Who Profits from Trading 
Stamps?” Harvard Business Review, Vol. 35 (No- 
vember-December, 1957), pp. 123-196. 

“Survey of Current Business, February, 1957, p.- 
S-g. 


Furthermore, many premiums would 
not ordinarily have been purchased. In 
the case of trading stamps, for example, 
one private survey, by a food chain in a 
large city, showed that only 30 per cent 
of the consumers thought there was “a 
good chance” that they would have pur- 
chased their last premium had they not 
been saving for it. About 24 per cent 
thought there was “just a fair chance” 
that they would have bought the item 
anyway. And 47 per cent said there was 
a ‘very poor chance” that it would have 
been purchased. 

In addition, so far as free premiums 
are concerned, if they are not reflected in 
higher prices, there is no diversion of 
purchasing power, and the conventional 
retailers would be expected to achieve 
some substitute sales for whatever is lost 
through premiums. 

Finally, in a growing economy, the 
premium diversion probably operates at 
worst to slow down the rate of expansion 
for premium-type merchandise in reg- 
ular stores. For example, despite the 
premium boom of recent years on top of 
the much more significant surge of su- 
permarkets into non-foods items, the 
stores selling premium-type merchandise 
actually increased their total sales almost 
20 per cent between 1952 and 1956.° 

Allowing for these offsets to premium- 
distribution channel savings, premiums 
have led either directly or indirectly to 
the marketing of more goods to consum- 
ers per dollar of marketing cost. How- 
ever, the savings have been effected to a 
considerable extent through the reduc- 
tion of certain marketing services and 
conveniences. 


PREMIUM IMPACT UPON COMPETITION 
Premiums have stimulated the effec- 


*Survey of Current Business, February, 1953, p. 
S-g and February, 1957, p. S-9. 
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tiveness of competition in several ways. 
In the first place, this form of promotion 
has often prodded competitors into mak- 
ing price or other concessions to buyers. 
Trading stamps, for example, have in- 
duced price reductions in about half of 
the non-stamp supermarkets, according 
to one survey.® Imitative stamps have, of 
course, also been widespread, but check- 
ing imitation has been the difficulty of 
neutralizing in this manner a strongly 
established stamp plan. The imitators 
must overcome the momentum of par- 
tially filled saver books, and, even more 
important, the obstacle of associating to- 
gether as attractive a group of co-operat- 
ing givers as the innovator enjoys. 

A second way in which premiums have 
helped to make competition more effec- 
tive is by offering another dimension in 
which competition may be expressed. 
There are many instances, for example, 
in which market structures make effec- 
tive price competition unlikely. To make 
a price concession feasible, a seller must 
secure enough additional sales to offset 
the lower profit per unit of sales. When 
there are only a few sellers in a market 
and where cost among competing sellers 
is comparable, price reductions are sub- 
ject to rapid neutralization through imi- 
tation. In these frequently occurring sit- 
uations, premiums offer a feasible way to 
make a price-like concession because 
they cannot be easily or immediately 
offset by imitation. Single-transaction 
premium offers and non-co-operating 
continuity plans are most easily imi- 
tated, but there is a time lag before this 
can occur. Industry interviews suggest 
that manufacturers require four weeks 
and usually more to accomplish the co- 
ordination through channels and the 
promotion planning required to launch 


“Status of Trading Stamps in Food and Drug 
Stores (New York, Selling Research, Inc., 1957), p. 8. 


a premium offer. Retailers are frequently 
protected by suppliers against imitation 
of identical liquidator premiums by com- 
petitors. 

There is another reason, however, why 
premiums might be offered because 
equivalent price reduction would be in- 
effective. Where cost structures permit 
only a modest concession in consumer at- 
tractions, the route of price may not be 
feasible even though the price attraction 
is not cancelled by quick imitation. With 
sellers of low unit price products there is 
often no way to concede 1 or 2 per cent 
without ending up in fractional prices. 
Furthermore, this degree of reduction 
may not be noticeable enough, especially 
in a period of full employment, to evoke 
much response from buyers. On the other 
hand, the premium selling tool is sufh- 
ciently flexible to enable a concession of 
almost any magnitude, and a premium 
offer makes a small concession noticeable 
to all. 

In addition, continuity premiums in 
retailing are a way to make a price-like 
concession on merchandise having a 
price floor under resale-price-mainte- 
nance laws. A concession can be made 
without infringing the alleged social 
justification for these laws,. the protec- 
tion of the manufacturer's brand image 
against deterioration by price football- 
ing. 

Stull another way in which consumer 
premiums appear to have increased the 
effectiveness of competition is by offer- 
ing an avenue of entry into business for 
some manufacturers supplying premium 
merchandise. Thus, premiums are some- 
times a substitute for costly promotion 
to establish consumer acceptance. 

Finally, by stirring up competition, 
premiums and _ particularly trading 
stamps in food retailing have prodded 
operators into efficiency improvements. 
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Progressive Grocer, for example, attrib- 
uted much of the remarkable jump of 10 
per cent in average sales per independ- 
ent store employee in 1956 compared to 
1955 to the stimulus of intensified com- 
petition.’ 


CONCLUSION 


Efficiency in marketing, from the so- 
cial viewpoint, is a question of the ratio 
of satisfactions offered consumers to the 
dollar input of marketing effort. Con- 
sumers vary so widely in their criteria 
for ideal offers (combinations of price 
and nonprice attractions) that virtually 
the only measure of social efficiency 
which we have is the existence of a sub- 
stantial variety of alternative seller offers, 
with each option available at the lowest 
possible marketing margin. If some con- 
sumers are better off as the result of en- 
hanced variety of assortments and other 
consumers are no worse off, it seems clear 


that marketing efficiency has increased. 
When satisfaction gains for some con- 
sumers lead to reduced satisfactions for 
others, we have lost any objective meas- 


* Facts in Grocery Distribution, 1957, p. 12. 


ure of efficiency and are reduced to value 
judgments. 

The premium is one way of moving 
merchandise to consumers at minimum 
marketing margin, or of offering a dis- 
count on regular merchandise when 
equivalent price concession is impossible 
or would be ineffective. The option of 
regular merchandise plus premium indi- 
cates wider variety of consumer choice, 
provided non-premium alternatives re- 
main available to shoppers. The latter 
has ordinarily been the case. 

There is no indication that premiums 
have typically been a camouflage for un- 
dercover price increases in regular assort- 
ments. There have been enough shrewd 
shoppers and non-premium users to pro- 
vide a safeguard against this threat. The 
evidence indicates that consumer premi- 
ums have actually heightened competi- 
tion and that this has often taken the 
form of reduced margins by competitors. 
Fven consumers indifferent to premiums 
have thus drawn an indirect benefit. 
Premium merchandising appears, there- 
fore, to have increased rather than re- 
tarded the social efficiency of the market- 
ing process. 
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HOW WHOLESALERS CAN CUT 
DELIVERY COSTS 


JAMES R. SNITZLER 


By use of time study and cost analysis, the delivery operations of a Baltimore wholesale 


grocer were analyzed to determine whether, and to what extent, the costs of these operations 
might be reduced. It had been previously determined that the efficiency of the firm's whole- 
saling operations was reasonably representative of other independent wholesalers doing 
about the same volume of business and serving the same general type of market area. 
Numerous instances were found of errors in trip routing, inadequate use of delivery 
equipment, excessive overtime hours by drivers and helpers, and faulty methods of load- 
ing and unloading. Specific recommendations were made for reducing or entirely elimi- 


nating these causes of high delivery costs. 
equally applicable to other wholesalers as a 


PROBLEM OF COST OF DELIVERY 


N practically all wholesale operations, 
I cost of delivery is one of the most neg- 
lected factors in the accounting system. 
Partly because of this, delivery costs of 
food wholesalers often are reported to ex- 
ceed 25 per cent of gross profit. 

Many wholesalers want to reduce their 
delivery costs, and are particularly con- 
cerned with such problems as the follow- 
ing: (1) Backtracking and overlapping of 
routes. (2) Relation of delivery costs to 
(a) size of order; (b) type of order, that is, 
c.o.d. versus charge; and (c) location of 
buyer. (3) Adequacy and the respective 
operating costs of the delivery equipment 
—straight trucks as compared with tractor- 
trailers. 

These problems were analyzed in a 
case study of an independent wholesale 


@ About the Author. Mr. Snitzler received his B.A. 
from the University of Washington in 1943, and his 
M.B.A. degree from Columbia University in 1949. 
During World II he served as an officer with the 
Army Transportation Corps. From 1949-52, as As- 
sistant Professor of Business Administration, Oregon 
State College, he taught courses in marketing and 
transportation. In October, 1952, he accepted a 
position with the United States Department of 
Agriculture in Washington, D. C. For the past 
two years he has served as Assistant Head, Trans- 
portation Section, Agricultural Marketing Service, 
USDA. He has authored several studies and articles 
in the transportation field. 


These same kinds of recommendations are 
means of reducing their delivery costs. 


grocery firm in Baltimore, Maryland, 
which does an annual business of approx- 
imately $5 to $6 million. 

Its delivery operations are illustrative 
of dry grocery wholesalers located in 
large metropolitan areas, but with sub- 
stantial business in the outlying sub- 
urban and rural districts. Information 
indicated that the efficiency of the firm’s 
wholesaling operation was reasonably 
representative of independent grocery 
wholesalers doing about the same volume 
of business. 

The Baltimore study is the first of a 
series of case studies designed to fill the 
gap on delivery cost data at the wholesale 
level. Subsequent discussions with other 
firms indicate that a number of the find- 
ings in the Baltimore study have general 
application throughout the industry. 

The delivery operation began when the 
truck left the warehouse and ended when 
it returned to the warehouse. Nineteen 
trips analyzed during the period of study 
included six in July, eight in August, and 
five in December, 1954. The selected 
trips made up 50 per cent of the total 
routes of the firm over which delivery is 

‘Fuller details can be found in Improving the 
Truck Delivery Operations of a Wholesale Grocer, 


U. S. Department of Agriculture, Marketing Re- 
search Report No. 127, June, 1956. 
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made in its own trucks. The management 
of the firm assisted in selecting the routes. 
The selection was designed to facilitate 
comparisons of delivery operations by 
type of equipment, by type of route, by 
basis of order—c.o.d. versus charge—and 
by type of customer. Most of these de- 
liveries were to customers within a 45- 
mile radius of Baltimore. 

The firm owns and operates six straight 
trucks, five truck-tractors, and nine semi- 
trailers. The straight trucks are used 
primarily for city deliveries, while rural 
deliveries are made by the tractor-semi- 
trailer combinations, the semitrailers on 
certain routes being alternated. 

Of the eleven trips which utilized 
straight trucks, three were made in July, 
five in August, and three in December. 
Tractor-semitrailer combinations were 
used on the remaining trips, including 
three in July, three in August, and two 
in December. 

The seasonal factor in the wholesale 
grocery business is of slight importance 
compared with most other businesses. Al- 
though there is usually some slackening 
of institutional sales during the summer 
months, wholesalers located near resort 
areas often are able to offset this decline 
by increased sales in such areas. The 
Baltimore wholesaler is so located. 


TRIP-LOAD RATIO 


The trip-load ratio for the 19 trips ana- 
lyzed in the study ranged from 57 to 102. 
This ratio is the relationship of load 
hauled to the estimated maximum truck 
capacity in hauling dry groceries. The 
capacity for each of the three types of 
motor vehicles was estimated by officials 
of the wholesale firm. The capacity utili- 
vation for the straight trucks, both one- 
man and two-man operated, and the 
smaller tractor-trailer combinations—12- 
ton capacity—was substantially above 
that for the large tractor-trailer combina- 


tions—17.5 to 18-ton capacity. In nine of 
the eleven trips made with straight 
trucks, the trip-load ratio exceeded 70 
per cent. Of the five trips made with the 
large tractor-trailers, only one had a trip- 
load ratio of over 67 per cent. In con- 
trast, the three trips made with the 
smaller tractor-trailers had a_ trip-load 
ratio of go per cent or better. 


TRIP ROUTING 


Errors in routing were found in eleven 
of the nineteen trips in the study. The 
number of errors ranged from one to 
four per trip. When orders are routed in- 
correctly, it is very difficult, if not im- 
possible, to rectify the mistake once the 
truck is loaded. In some cases the drivers 
discovered the errors while glancing over 
their trip tickets prior to arriving at the 
misrouted stops. On some occasions, the 
misrouted orders were too far back in the 
truck to permit the drivers to make the 
routing change. Backtracking ranging 
from a few city blocks to several miles 
resulted in these latter instances. 

In addition to the extra expense, mis- 
routing also creates ill will on the part 
of the customers because of the delay in 
delivery of their orders. Several instances 
of this type were observed during the 
period of study. 

A somewhat different problem of rout- 
ing, but one of equal importance, con- 
cerns the large amount of overtime ac- 
cumulated by drivers and helpers on 
rural runs. For example, during the week 
of August 4-10, a representative work- 
week, the five drivers and three helpers 
operating on predominately rural routes, 
put in a total of 9514 hours of overtime, 
an average of almost 12 hours per man. 

Under the terms of a Teamsters Union 
contract with the firm, the drivers and 
helpers are paid time and one-half for all 
work beyond eight hours in any one day 
or 40 hours in any given week, and in ad- 
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dition, are guaranteed a 43-hour work- 
week. This includes 40 hours at straight 
time and three hours at time and one- 
half. The amount of overtime for the 
above-mentioned drivers and helpers in 
the representative workweek exceeded 
the minimum guarantee by 7114 hours. 
In contrast, the remaining five drivers 
and one helper, working entirely or 
mainly on urban routes, put in a total of 
1734, hours of overtime, an amount which 
averaged one quarter-hour less than the 
minimum guarantee. 

The amount of overtime hours put in 
by the drivers and helpers resulted in in- 
creased costs not only from the stand- 
point of the higher wage, but also from 
lower productivity per worker owing to 
fatigue. In five of the eight rural trips, 
the delivery operations ranged from ap- 
proximately 10 to 14 hours, distances 
traveled from 133 miles to 255 miles, 
tonnage hauled from 11 to 12 tons, and 
the number of stops from 25, to 36. 


DELIVERY OPERATIONS BY TYPE OF ROUTE 


The Baltimore wholesale grocery firm 
delivered two to three times as much 
tonnage per rural route as it did per 
congested urban or other urban route. 
Because of the larger loads, greater dis- 
tances, and more numerous stops, delivery 
time per trip increased substantially for 
other urban, rural, and combination 
routes, as compared with congested 
urban routes. But on a per order or per 
piece basis, delivery time for the rural 
and combination routes was comparable 
to that for the congested urban and other 
routes. In fact, delivery time per piece 
for the rural and combination routes 
was less than for the congested urban and 
other urban routes. 

The primary reason for this better de- 
livery time per piece for rural and com- 
bination routes was that the orders ran 


considerably larger on these routes than 
on the congested urban and other urban. 
Whereas the average size order for these 
latter routes was only fifteen and thirteen 
pieces, respectively, an average of twenty- 
five and twenty-three pieces per order was 
delivered on the rural and combination 
routes. 

Because a common series of operations 
must be performed in delivering each 
order irrespective of size, the time re- 
quired to deliver a thirty-piece order was 
not double that for fifteen pieces. This 
fact is further illustrated by the unloading 
time per piece for the various orders. For 
example, the unloading time per piece 
for rural orders was half that for other 
urban. At the same time, the average 
rural order was approximately twice the 
size of the average other urban order. 

In comparing the unloading times per 
order, the distance required to hand- 
truck or hand-carry the orders has a sub- 
stantial influence upon this time. For ex- 
ample, “other urban” orders, which had 
the shortest unloading time per order 
(9.7 minutes) were hand-trucked or hand- 
carried the shortest distance—go.4 feet. 
(This is the one-way distance only; that 
is, from the truck into the buyer's estab- 
lishment.) In contrast, congested urban 
orders were hand-trucked or hand-car- 
ried about 65 feet and were unloaded in 
11.2 minutes. 

The extent to which delivery time and 
its components, driving time and unload- 
ing time, were affected by the type of 
route were shown by the fact that 65 per 
cent of the total delivery time for con- 
gested urban stops was spent at the stop, 
24 per cent driving between stops, and 11 
per cent to and from the route area. For 
rural stops, 45 per cent of the total de- 
livery time was spent at the stop, 34 per 
cent driving between stops, and 21 per 
cent to and from the area. For all routes 
considered together, 51 per cent of the 
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total delivery time was spent at the stop, 
and 49 per cent in driving between stops 
or to and from the route area—roughly 
an equal division. 

The large percentage of driving time 
substantially increases delivery costs, es- 
pecially where two men per truck are 
used. As pointed out earlier, this latter 
operation was typical for rural routes. 
At the same time, it was the rural routes 
which had the highest percentage of 
driving time. 

A partially offsetting factor to this high 
percentage of driving time for rural 
routes is that there is less delay time at 
the rural stops. The average delay time 
per trip for the four types of routes was 
as follows: Congested urban—58.5 min- 
utes; other urban—50.5 minutes; rural 
—20.6 minutes; and combination—20.1 
minutes. 

A greater percentage of the total time 
spent at the rural and combination route 
stops is thus used productively than is 
true of either the congested urban or 
other urban stops. 


DELIVERY OPERATIONS 
BY TYPE OF CUSTOMER 


Approximately 71 per cent of the 
orders in the study was delivered to 
stores, 17 per cent to hotels, restaurants 
and cafeterias, 7 per cent to institutions 
such as hospitals and schools, and the 
remaining 5 per cent was to a miscellane- 
ous group. 

The average unloading time per order 
ranged from 11.76 minutes for stores 
down to 8.23 minutes for the miscellane- 
ous group. In considering average un- 
loading time per piece, the store orders 
had the fastest time—o.48 minutes—the 
hotel and restaurant group the slowest— 
0.75 minutes. However, the average num- 
ber of pieces per store order was approxi- 
mately twice that of the other types of 
orders. 


As pointed out earlier, variations in 
the unloading time per order for the sev- 
eral types of customers were caused not 
only by differences in order size, but also 
by differences in the hand-trucking or 
hand-carrying distance for the various 
orders. For example, institutional orders 
were hand-trucked or hand-carried an 
average distance of go feet. In contrast, 
store orders were moved from the truck 
into the store an average distance of only 
28 feet. Hotel and restaurant orders were 
hand-trucked or hand-carried approxi- 
mately 58 feet and the miscellaneous 
group orders about 65 feet. The average 
for all types equaled 39 feet. 


DELIVERY OPERATIONS FOR C.O.D. 
AND CHARGE ORDERS 


Of the 369 orders delivered on the 
trips studied, 224 (61 per cent) were 
charge orders, and the remaining 145 
orders (39 per cent) were c.o.d. 

As might be expected, the time spent 
in collection of c.o.d. orders shows up 
rather strongly in comparing the overall 
unloading times on a piece basis for the 
two types of orders. For example, the 
average unloading time per c.o.d. order 
was 10.52 minutes, while it was 11.38 
minutes per charge order. But an average 
of 24.6 pieces were unloaded for the 
charge orders at the rate of 0.46 minutes 
per piece. In contrast, the ave~age c.o.d. 
order contained only 15.5 pieces, and had 
an average unloading time of 0.68 min- 
utes per piece. 

The time spent in collecting c.o.d. 
orders affects not only the unloading 
time but also the driving time. For ex- 
ample, the following event took place on 
two different occasions during the period 
of study. The driver on one of the rural 
routes drove up to his second scheduled 
stop at 9:05 a.m., found the store still 
closed and, proceeding in what he termed 
the standard method for servicing this 
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type of customer, left the merchandise on 
the front porch. However, since this was 
a c.o.d. order ($23 value), it was necessary 
for the driver to make a second stop at 
the store to collect. This second stop, 
which was made on the return trip, in- 
volved driving an additional ten to 
twelve miles. In addition, the route back 
to the city via the locality of the second 
stop was much more congested than the 
route the driver would ordinarily use if 
no backtracking were necessary. Because 
of the extra distance and more congested 
route, approximately one hour of addi- 
tional time was required to make this 
second stop. The additional stop cost the 
wholesaler $6.08. This amount is limited 
to the non-labor variable expenses of the 
particular truck, and the labor expenses 
of the driver and helper. The unprofita- 
bility of incurring collection costs of 
$6.08 on a $23 order is obvious. 


NON-LABOR EXPENSES OF THE 
WHOLESALER’S DELIVERY TRUCKS 

The costs of operating the delivery 
trucks, exclusive of wages, for a one-year 
period were approximately 19 cents per 
mile. Operating costs for the tractor- 
semitrailers were about 3 cents per mile 
greater than for the straight trucks. 

A rather wide variation is to be found 
in the per mile costs of the individual 
trucks. For example, total expenses (vari- 
able and fixed) for the straight trucks 
ranged from approximately 1014 cents 
to 24 cents per mile, while for the tractor- 
semitrailers the range was from about 16 
cents to 26 cents per mile. Among the 
straight trucks and among the tractor- 
semitrailers, the lowest variable, as well 
as fixed expense per mile, was that of the 
vehicles which had traveled the greatest 
number of miles during the period. 

By definition, fixed expenses per unit 
(in this case per mile) decrease as the 
total number of units or miles is in- 


creased. In contrast, variable expenses 
per unit are expected to increase as the 
total number of units is increased. The 
failure of the variable expenses to con- 
form with generally accepted economic 
behavior can be largely explained by the 
fact that there was considerable diversity 
among these trucks as to age, motor con- 
dition, and type of route traveled. A 
striking fact in the relationship of varia- 
ble and fixed expenses is that in all but 
two cases, the fixed expenses per vehicle- 
mile exceeded the variable expenses. 
Even with regard to the exceptions, the 
fixed expenses of at least one, if not both, 
of the trucks would undoubtedly exceed 
the variable expenses, if true deprecia- 
tion and interest costs were included in 
thé fixed charges. The firm had written 
off this equipment through heavy de- 
preciation charges over a_ four-year 
period, although the trucks at the-time 
of the study had been in use for six years. 


LABOR EXPENSES PER VEHICLE-MILE 


The labor expense for the wholesaler’s 
delivery trucks averaged approximately 
311% cents per vehicle-mile. This expense 
consisted of the driver and helper, where 
two men were used per vehicle. The 
fringe benefits included paid vacations, 
a health and welfare contribution as 
called for by the union contract, insur- 
ance premiums for workmen’s compen- 
sation, Federal and State taxes for unem- 
ployment compensation, and the Federal 
tax for old-age and survivors’ insurance. 
The only nonoperating employees who 
were directly involved in the wholesaler’s 
truck operations were dispatchers. Their 
compensation is excluded from the labor 
expense which this study covers. There is 
a wage differential between the drivers 
and helpers of 2214 cents an hour. The 
labor expense includes the driving time 
as well as the time spent at the stops. 

The average labor expense per vehicle- 
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mile for the straight trucks was approxi- 
mately 38 cents, while for the tractor- 
trailers it equaled 29 cents, a difference 
of g cents. The smaller labor expense on 
a vehicle-mile basis for deliveries by the 
tractor-trailers, despite the use of two- 
man crews, is explained by the fact that 
these vehicles were used predominantly 
on relatively long, less congested rural 
routes. 


DELIVERY EXPENSES BY VALUE OF ORDER 
AND LOCATION OF BUYER 


The determination of the labor and 
non-labor delivery expenses for orders of 
varying size, delivered in different types 
of areas, reveals some striking facts. One 
of the most important of these is that the 
costs of delivering orders up to $300 in 
rural areas were approximately the same 
for orders of all sizes. For example, the 
average labor and non-labor expenses for 
delivering orders under $25 was $2.67; 


in the $25-$74.99 group, the delivery ex- 
penses were $2.74; and in the $75-$149 
and $150-$299.99 groups, they were 
$2.68. It is only when the value of the 
orders reached the open-end category of 
“$300 and over” that the delivery ex- 


penses increased sharply. Here 
jumped to $6.11. 

This large increase is due to the fact 
that in this latter group the orders 
ranged in value from $313 to $1,680. The 
unloading time, in particular, increased 
substantially for these large orders. For 
example, rural orders in this group had 
an average unloading time of 49.81 min- 
utes. In contrast, the average unloading 
time for rural orders in the other four 
categories ranged from 16.75 minutes 
down to 3.34 minutes. The higher aver- 
age unloading time for orders in the 
$300-and-over category in turn is re- 
flected in a higher average labor expense 
per order. 


they 


The average labor and non-labor ex- 
pense for all orders equaled $2.16 per 
order. These expenses were about 50 
cents per mile and about 2 cents per 
dollar of sales. In each of these categories 
of expense—that is, per order, per mile, 
and per dollar of sales—the average labor 
expense exceeded the non-labor expense. 

When the order was under $25, in size, 
the average figure for labor and non- 
labor delivery expense per dollar of sales 
was above 5 cents for customers in con- 
gested urban areas, and for those in rural 
areas above 18 cents. When the order was 
in the $25-$74.99 range, the correspond- 
ing figure for customers in rural areas 
was also above 5 cents. 

On the basis of averaging several years’ 
experience, the firm’s cost of goods sold 
was approximately g2 cents of each dollar 
of sales, leaving a gross profit of only 8 
cents. Since all general and administra- 
tive supplies and expenses, salaries and 
wages, light and heat, advertising, and 
delivery must be deducted from the gross 
profit before arriving at net profit on 
sales, delivery expenses amounting to 5 
cents per dollar of sales are obviously ex- 
cessive. 


CONCLUSIONS 


Recommendations Based on Time-Stuily 
Analysis and Interviews with Delivery 
Personnel 


On the basis of the time analysis and 
interviews with delivery personnel, the 
following recommendations were offered 
to the Baltimore wholesaler concerning 
his trip routing, and unloading proce- 
dure: 


1. As a means of eliminating many of 
the errors in trip routing, it was recom- 
mended that up-to-date reporting by 
drivers to dispatchers be made of changes 
in streets and highways which would af- 
fect delivery operations. In addition, it 
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was suggested that the two route super- 
visors ride with the drivers from time to 
time and thus obtain familiarity with the 
delivery problems of each specific route. 

2. An improved method of loading 
and unloading orders was suggested 
which, when tested in actual operations, 
showed 50 per cent savings in time over 
the previous method. In addition, loss 
and damage of small articles of merchan- 
dise were reduced to a minimum. The 
steps in this procedure are: 


(1) All pieces are marked with order 
numbers, and the number of pieces 
per order is written on the invoice 
sheet. 

Drivers break down the orders at 
each stop by package number and 
piece count. 

Inside the store, the drivers (in the 
case of straight trucks) or helpers 
(in the case of tractor-trailers) 
make an item-by-item check with 
the invoice. 

To insure against loss and damage, 
small items are numbered and 


placed in a large carton near the. 


tailgate of each truck at loading 
time. Loaded in rotation, they are 
removed as each order is unloaded. 
On all routes using both a driver 
and a helper, the driver breaks 
down the load at each stop, levels 
the load if necessary, and closes the 
truck. The helper moves the mer- 
chandise into the store, checks it 
with the storekeeper, and collects, 
if a c.o.d. order. For large orders, 
the driver assists the helper in 
moving the merchandise into the 
store. 


(5) 


Significance of the Cost Data 


The study revealed that excessive costs 
occurred on over one-third of the orders 


delivered by the Baltimore wholesaler. 
Costs of delivering orders under $25 to 
rural areas equaled 18.5 cents per dollar 
of sales, while the gross profit of the firm 
was only 8 cents per dollar. On orders of 
the same size to urban areas and for 
orders of $25, to $74.99 to rural areas, de- 
livery costs ranged from 5 to 6 cents per 
dollar of sales. Even here delivery costs 
which equal over 60 per cent of the firm's 
gross profit are obviously too high. 

Methods suggested for cutting delivery 
costs on small orders were: Selling on a 
cash-carry basis only; consolidating de- 
liveries and making them less frequently; 
charging for deliveries; or fixing a mini- 
mum-size order for delivery. Before 
applying these various measures, it was 
suggested that the wholesaler take a look 
at the growth potential of his small cus- 
tomer. 

Another costly item pointed up by the 
study was the large amount of overtime 
accumulated by drivers and helpers on 
the rural runs. In contrast, the amount 
of overtime chalked up on other runs was 
actually less than the minimum number 
guaranteed by the Teamsters’ Union 
Contract. To correct the above situation, 
it was recommended that a periodic re- 
allocation of customers be made between 
routes requiring less than eight hours 
and those requiring more than nine. 

Finally, it was discovered that the 
trailers on the rural runs (18-ton capac- 
ity) were larger than necessary for the 
deliveries made during the period of 
study. A smaller (12-ton capacity) trailer 
was recommended when the time comes 
for replacement. Substantial savings both 
in capital, as well as in operating costs, 
will result. 

The adoption of these same kinds of 
recommendations by other wholesalers 
will be helpful in reducing delivery ex- 
penses. 
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THE IMPORTANCE OF CONVENIENCE IN 
CONSUMER PURCHASING 


EUGENE J. KELLEY 


Both commodity and convenience costs influence consumer patronage. One key to 
understanding shopping behavior is the increased importance consumers are attaching 
to convenience considerations. The trend toward higher consumer valuations of ten con- 


venience forms is identified. 


Four aspects of place convenience are analyzed. The planned shopping-center move- 
ment and other related adjustments in the metropolitan retail structure are discussed, as 
well as the possible effects of the higher consumer assessment of convenience considera- 


tions. . 


CONVENIENCE FORMS AND 
MARKETING THEORY 


wo factors are of utmost importance 
understanding consumer shop- 
ping behavior. First, consumers making 
shopping decisions achieve an equilib- 
rium between commodity costs and con- 
venience costs. Second, convenience costs 
are assuming more importance as patron- 


age determinants. 

Commodity costs are defined as the 
monetary price paid the seller to obtain 
possession of goods and services. Conven- 
ience costs are incurred through the ex- 
penditure of time, physical and nervous 
energy, and money required to overcome 
the frictions of space and time, and to 
obtain possession of goods and services. 
For instance, a consumer shopping in the 
central business district spends time, en- 
ergy, and frequently carfare or parking 
fees, in addition to commodity expendi- 


@ About the Author. Dr. Kelley is a member of the 
marketing staff of The College of Business and 
Public Service of Michigan State University. He 
formerly was Director of the Division of Business 
Administration of Clark University, and Visiting 
Lecturer on Marketing at the Harvard Graduate 
School of Business Administration. Dr. Kelley re- 
ceived his B.S. from the University of Connecticut, 
his M.Ed. and M.B.A. from Boston University, and 
was awarded his Ph.D. from New York University. 

In 1956, the Eno Foundation of Saugatuck, Con- 
necticut, published his book, Locating Controlled 
Regional Shopping Centers. 
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tures. Such costs have always been in- 
volved in trading decisions. The new 
emphasis on convenience does not neces- 
sarily mean that consumers are less price 
conscious than formerly; rather, insist- 
ence on convenience cost minimization 
has been superimposed on the desire for 
economically favorable commodity trans- 
actions. 


Shopping Costs 

The question of consumer time ex- 
penditures for shopping is an interesting 
one. It has been estimated that there is a 
minimum of five billion adult leisure 
hours each week in the United States. 
This reflects in part a population con- 
sensus to accept a substantial share of 
the benefits of the production and mar- 
keting revolutions in increased leisure. 
Paradoxically, the increase in leisure 
time has been accompanied by a reaction 
against spending much of that leisure 
shopping. The modern family is con- 
fronted with too many more attractive 
possible uses of time. 

Many forces favor higher consumer 
valuations of leisure and other conven- 
ience considerations. The suburban pop- 
ulation movement with its living habit 
changes and broader family interests is 
one such force. In urban areas also, funda- 
mental social forces are operating which 
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have resulted in families functioning 
more as a group than as individuals in 
certain activities, even to the extent of 
buying together. Such forces favoring 
higher convenience cost valuations in- 
clude the large numbers of working 
housewives, the age group imbalance 
within the population, and higher edu- 
cational levels. 

Consumer estimates of purchasing costs 
are determined by their evaluations of 
alternative trading and social opportuni- 
ties. Purchase decisions are made at the 
point where the total of commodity and 
convenience costs are considered mini- 
mal. 

On the supply side sellers are operat- 
ing in what seems to be an increasingly 
standardized production and legal ma- 
trix which is tending to limit price com- 
petition. The relatively narrow price 
spread among most retailers carrying 
identical nationally advertised merchan- 
dise suggests a new importance for con- 
venience costs in the strategy determina- 
tion of sellers. It appears reasonable to 
speculate that the range of competitive 
advantage based on commodity costs will 
narrow. In this setting, it is probable 
that convenience considerations will as- 
sume more importance as determinants 
of purchase behavior and seller strategy, 
and that more of the competition of the 
future will focus on convenience consid- 
erations. 


Ten Convenience Forms 


The importance of convenience as a 
determinant of consumer acceptance of 
products and services can be observed in 
an increasingly wide range of conven- 
ience features built into new products 
and in new convenience forms appearing 
in the marketing system. Charles G. Mor- 
timer, President of the General Foods 
Corporation, has described ten forms of 
convenience which the American con- 


sumer now expects almost as a matter of 
course.! 


1. Form Convenience—cigarettes in var- 
ious sizes and tips, and vest-pocket 
radios. 

Time Convenience—typified by eve- 
ning hours, and fresh fruits and veg- 
etables out of season. 

. Place Convenience—life insurance in 

airline terminals, drive-it-yourself 
automobile rental services; and the 
planned shopping center. 
Quantity or Unit Convenience—as- 
pirin in tins of 12, or bottles of 500; 
and smaller pianos for the smaller 
home. 

. Packaging Convenience—disposable 
and utility packages; and the pack- 
aged vacation plan. The packaged 
home is already on the market. 
Readiness Convenience—instant cof- 
fee; pre-cooked foods; and The 
Reader's Digest. 

Combination Convenience—do-it- 
yourself kits; and combination and 
matched sets. 

. Automatic Operations Convenience 
—automatic kitchen equipment; 
power steering and brakes on auto- 
mobiles; and automation in many 
fields. 

. Selection Convenience—the new va- 
riety of dairy products; and automo- 
bile color combinations. 

Credit Convenience—cars; homes; 
vacation cruises; and education on 
credit. 


Four Aspects of Place Convenience 


Sellers should study all ten conven- 
ience forms to find areas in which con- 
sumer convenience costs may be reduced. 
This article is concerned specifically with 

‘Charles J. Mortimer, Two Keys to Modern Mar- 


keting (Scarsdale, New York, The Updegraff Press, 
Ltd., 1955), PP- 7-17- 
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place convenience. In maximizing place 
convenience advantages, sellers have re- 
lated decisions at four levels to make 
about the spatial positions that products 
ideally should occupy in the market. 

(1) The geographic area or areas in 
which the goods or services are to be of- 
fered must be selected. In these areas or 
markets are found the consumers of the 
goods. This seller decision usually is not 
of concern to the shopper who may 
choose from the offerings of many sellers 
of substitute products. 

The shopping mobility of consumers 
has tended to be limited to one metro- 
politan area, but this may not be the 
case in the future. Perhaps some larger 
scale retailers may become concerned 
about competition between metropolitan 
areas as well as with competition within a 
metropolitan area. For instance, it may 
represent the same expenditure of con- 
venience costs for a West Hartford res- 


ident to order by mail from Hartford, or 
even to make the trip to downtown Hart- 
ford. Conceivably, a Hartford depart- 
ment store could become concerned 
about the drawing power of New York, 


Boston, and Providence department 
stores, as well as competition from sub- 
urban Hartford stores. 

On the other hand, as metropolitan 
areas grow together to form urban re- 
gions, the primate cities of New York, 
Chicago, and Los Angeles are likely to 
lose some of their retail leadership to 
burgeoning regional and provincial met- 
ropolitan areas. This may occur in the 
same fashion, and for much the same 
reasons, that the central business district 
has lost ground to suburban element in 
the retail structure. 

(2) The most satisfactory positions 
within the market must be selected from 
those offered by distributors and retail- 
ers selling space in the market. Channel- 


of-distribution decisions are involved. 
The one-stop shopping tendency of con- 
sumers has made channel selection more 
difficult for sellers in today’s fluid mar- 
ket. 

(3) Choices must be made among 
competing retail and wholesale institu- 
tions offering access to the customer. 
Should a full service wholesaler be 
utilized, or would a limited function 
wholesaler represent a better channel 
choice? Are urban or suburban positions 
preferred? What is the role of the shop- 
ping center? 

The planned shopping center move- 
ment can be rationalized with some jus- 
tification in terms of consumer conven- 
ience. At the same time, planned centers 
are more than devices for convenient 
shopping or mechanisms for retail sales 
expansion in suburban areas. Planned 
shopping centers are a basic part of the 
restructuring of metropolitan commu- 
nities. Their long-term importance to the 
economy is based on a continuing reas- 
sessment by consumers of shopping and 
social activities. Consumer convenience 
is still probably the basis of the shopping 
center movement. But the social, eco- 
nomic, and architectural concepts under- 
lying planned centers are geared to a 
new kind of social pattern and to what 
may be an eruption into a new American 
social dimension in which consumer de- 
sires will require new patterns of market- 
ing. 

(4) Problems of positioning of goods 
within outlets must be settled. Display 
and layout decisions are involved at this 
level. An experiment by Alfred Politz 
suggests the importance of convenience 
within the store. In studying the anatomy 
of the sale, he purchased and operated a 
large hardware store in Tampa, Florida. 
He found that if a product is sufficiently 
well known to get consumer acceptance 
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and is conveniently located, the con- 
sumer will buy it in preference to a bet- 
ter known product. While the customer 
will not select a product he has not 
heard about, “the least little bit of in- 
convenience wipes out the impressive- 
ness of even the best known brands’’.* 


Conflicting Cost Considerations 


A dominant characteristic of consumer 
goods marketing at present is the state of 
flux of consumer valuations of commod- 
ity and convenience costs. While such 
developments as the discount house re- 
flect strong consumer interest in the re- 
duction of commodity costs, it is quite 
possible that convenience costs will in- 
crease in importance as patronage deter- 
minants for more low dollar value items. 
This will pose anew one of the most 
challenging problems facing retailers in 
our complex distribution system: offer- 
ing the right mix of convenience and 
economy to customers. Rich rewards may 
go to merchants able to do this success- 
fully. A wedding of the shopping center 
concept and the discount house idea 
represents one promising approach. 

Convenience cost pressures are likely 
to affect more marketing agencies in the 
future. Some of the possible impacts on 
planned shopping centers and established 
business districts are suggested below. 


CONVENIENCE FORCES AND THE RETAIL 
STRUCTURE 
Planned Center Increase 


The shopping center movement is so 
new tha: currently two-thirds of existing 
centers are less than five years old. This 
fact, together with the predicted center 
expansion, indicates that the full impact 

* Alfred Politz, “Politz Studies Store Customers”. 


Tide Vol. 21 (September 28, 1956), pp. vo-21, from 
p- 21. 


of the movement has yet to be felt. A 
fundamental change in the retail struc- 
ture of metropolitan communities seems 
certain, as a result of shopping center 
growth. About 2,000 planned shopping 
centers are now in operation. Estimates 
have been made that by 1976, 10,500 of 
them will be operating. This means a 
planned shopping. center for each 21,000 
of a projected 1976 population of 221 
million. This expansion is not expected to 
be uninterrupted. Many poorly planned 
intermediate centers are particularly vul- 
nerable to new competition. 

Individual stores and shopping centers 
are tending to be larger. Department 
store branches of 300,000 square feet, 
and super markets of 50,000 square feet 
have already appeared. A minimum site 
for regional centers used to be consid- 
ered fifty acres. Regional center develop- 
ers are now thinking in terms of one 
hundred acres as a minimum site. Tracts 
of this size are extremely expensive, es- 
pecially if they are in or near large cities. 
The increasing size of regional centers 
may mean that in the future such centers 
will be located farther from large popu- 
lation concentrations, and nearer the 
suburban periphery. 

Consumer convenience considerations 
also set a limit to the growth of individ- 
ual stores and centers. For instance, it is 
generally agreed that shoppers resist 
walking more than 600 feet from their 
parked cars to the nearest center store. 
With planned centers, this suggests a 
limit for the maximum parking distance 
that can be used before the planned cen- 
ter loses its advantages over unplanned 
shopping districts. 


The Distance Concept and Convenience 


The distance concept involves time- 
cost elements rather than a purely spatial 
one. High speed roads enabling consum- 
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ers to travel farther from home on shop- 
ping trips are changing consumer views 
on distance. In our society of automobile- 
borne suburbanites, distance between 
metropolitan points will increasingly be 
judged on a time basis, not a mileage 
basis. The impact of this on established 
retail patterns is already evident. Down- 
town retailers have had to compete ag- 
gressively for suburban business in order 
to hold a satisfactory market position. 
Effective downtown competition for sub- 
urban trade is still possible. Indeed, a 
pattern for the rehabilitation of central 
business districts has developed. It in- 
cludes improving access, traffic, and park- 
ing conditions; modernizing — physical 
facilities; conducting imaginative pro- 
motions; and strengthening mass trans- 
portation. In short, it means restoring 
some of the lost convenience aspects to 
central business district shopping. 


Changing Functions in the Metropolitan 
Retail Structure 


The central business district and sub- 
urban shopping center provide essential 
but different services to the community.® 
Retail functions within the central busi- 
ness district and the other elements of 
the metropolitan retail structure are be- 
ing modified. Store locations are shifting 
in the inner core, inner belt, and outer 
belt of the central business district and 
main business thoroughfares. Similarly, 
retailers in planned and unplanned sec- 
ondary commercial sub-districts, neigh- 
borhood business streets, small store 
clusters, and planned regional shopping 
centers are modifying functions to adapt 
to the needs of consumers living and 
shopping over a wider area. The down- 
town area may respond by becoming 

*Eugene J. Kelley, “Retail Structure of Urban 


Economy,” Traffic Quarterly, Vol. 9, No. 3 (July, 
1955), Pp- 411-430, from p. 411. 


more of a business, service, and recrea- 
tional center and less of a mercantile one. 
Opinions on this vary widely. Frank 
Lloyd Wright visualizes the city of the 
future without a central shopping dis- 
trict. Others anticipate a downtown ren- 
aissance stimulated in part by shopping 
center competition, which will force 
more downtown property owners and 
merchants into rehabilitation and rede- 
sign programs. 


Other Dimensions of Convenience 


In addition to spatial and temporal 
aspects, convenience has social and es- 
thetic dimensions. This is one reason 
shopping centers are likely to play an 
increasingly important role in commu- 
nity social life. All shopping centers are 
likely to benefit by following a policy of 
community identification, although the 
benefits are particularly apparent with 
the larger community and regional cen- 
ters. Auditoriums, meeting rooms, res- 
taurants, and other facilities making 
shopping more convenient are found in 
more planned centers. As more planned 
centers include such amenities, shopping 
centers may come to resemble earlier 
market places, which served social as 
well as trading functions. 

Consumers favor centers in which 
merchandise is presented conveniently, 
informally, and interestingly. Shopping- 
center planning, therefore, extends logi- 
cally to promotions and events calculated 
to restore some of the excitement and 
pleasure to shopping. The modified ba- 
zaar concept of the center is likely to 
gain favor as weather-controlled centers 
without window displays and partitions 
come into being. For instance, South- 
dale, the new regional center outside 
Minneapolis, has a glass enclosed mall 
connecting the various stores in the cen- 
ter. 
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Convenience and New Retail Types 


New store types are likely to appear 
in planned centers. Since shopping cen- 
ters are located on choice, relatively low 
cost land compared to downtown stores, 
one floor retailing operations are possi- 
ble to an extent not practical downtown. 
This may mean a reduction in handling 
costs and in the number of people needed 
to conduct and supervise operations. 
Some specialty stores in planned centers 
should be in a position to offer more 
variety in prices and styles than down- 
town specialty stores operating in less 
space. 

Convenience pressures may provide a 
stimulus for other retailing developments 
offering lower convenience costs to con- 
sumers. Among these may be increased 
direct-to-consumer selling, catalogue and 
telephone selling, perhaps a combination 
of television and telephone selling, and 
automatic vending machines. Improved 
vending equipment selling an increas- 
ingly broad variety of merchandise could 
turn some planned centers and _ store 
clusters into round-the-clock merchan- 
dising machines. 


Implications for Decision Making 


The success of convenience based in- 
novations, such as planned shopping cen- 
ters, raises questions about the role of 
spatial and other convenience considera- 
tions in marketing. The shopping center 
movement is distinguished by its spatial 
differentiation from other elements in 
the metropolitan retail structure. Essen- 
tially, consumers have attempted to over- 
come friction of space; and sellers have 
responded by offering a spatially or con- 
venience-differentiated product. The re- 
sults have been outstanding. Yet many 
sellers have ignored the lessons implicit 
in shopping center success. In most re- 
tailing operations the major concentra- 


tion of managerial attention is still fo- 
cused on the product and the promotion 
of the product, while the convenience 
conditions surrounding the sale of the 
product receive little study. But the 
retailing process exists in space over time; 
and retailers are concerned with the cre- 
ation of place and time as well as posses- 
sion utilities. Indeed, the very art of 
marketing is based on the skillful ma- 
nipulation of spatial, temporal, and 
ownership forces in the market to achieve 
that objective. 

Understanding of the current state of 
the art requires acceptance of change it- 
self as the dominant characteristic of 
marketing. If understanding of the proc- 
ess of market change, the forces produc- 
ing change, and, therefore, ability to de- 
velop policies under accelerated change 
conditions is to be increased, more atten- 
tion to the convenience aspects of mar- 
keting seems justified. 

Measurement of convenience costs, 
while difficult, is not impossible. Reilly's 
Law represents one approach to quanti- 
fying some convenience costs. Reilly 
discovered from a three-year national 
study of retailing dynamics, which began 
in 1927, that retail business gravitated 
from smaller cities and towns in accord- 
ance with a definite law. Reilly based his 
law of retail gravitation on two rules. 
The first is that, the larger the city, the 
more outside trade it will draw. The sec- 
ond rule is that a city draws more trade 
from nearby towns than distant ones. 

Reilly's contribution was in providing 
a quantitative measure of the rate that 
trade increases as the population of a 
city increases. His law of retail gravita- 
tion follows: Two cities attract retail 
trade from any intermediate city or town 
in the vicinity of the breaking point ap- 
proximately in direct proportion to the 
population of the two cities and in in- 
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verse proportion to the square of the 
distances (via most direct improved auto- 
mobile highway) from these two cities to 
the intermediate town.‘ 

The law can be supplemented by dis- 
counts based on surveys, and observa- 
tions to obtain approximations of con- 
venience cost considerations in trade 
areas. Factors such as time expenditures, 
distance (including distances to the store 
and within the store), and intervening 
shopping opportunities can be isolated 
in individual experiments. Development 
of a consumer-distance concept to meas- 
ure the costs of various locations is pos- 
sible. This could be based on the number 
of consumers within an area multiplied 
by driving time minutes from a location. 
But the core of convenience analysis lies 

‘William J. Reilly, The Law of Retail Gravitation 


(New York: Pilsbury Publishers, Inc., 2nd ed.), 
1953, P- 9- 


in the areas of consumer psychology and 
sociology. This means that marketers 
will have to absorb more of what these 
and other disciplines, in addition to eco- 
nomics, have to contribute to marketing 
theory. 

More goods and services will be dis- 
tributed at the price in convenience and 
commodity costs that consumers are will- 
ing to pay, as more sellers develop con- 
venience based policies. It seems prob- 
able that sellers reacting ponderously to 
the new consumer assessment of conven- 
ience costs will suffer. On the other 
hand, sellers creatively alert to the im- 
portance of convenience costs to contem- 
porary consumers, and who adjust strat- 
egy accordingly, should strengthen their 
market position. These sellers will also 
contribute to producing the volume of 
transactions necessary to maintain and 
expand the American economy. 


CERTIFICATION MARKS— 
SUCCESS OR FAILURE? 


DONALD A. TAYLOR 


The function of a certification mark is to provide impartial third-party endorsement 


to aid buyers in overcoming some of the problems of product selection. However, little 
is known about the precise purposes for which such marks are used. Furthermore, the 
administrative framework designed to achieve the specific objectives and the broader 
objective of improving the buying function requires evaluation to ascertain the probable 


success of certification marks. 


To examine these questions, the owners of eighty certification marks provided in- 
formation regarding the specific objectives sought by using the mark and details regard- 


THE PROBLEM 


ERTIFICATION marks, although used 
c prior to 1946, were given statutory 
recognition in that year through the pas- 
sage of the Lanham Act. After consider- 
able controversy, they were defined in 
the statute as follows: 


. a mark used upon or in connection 
with the products or services of one or more 
persons other than the owner of the mark 
to certify regional or other origin, material, 
mode of manufacture, quality, accuracy, or 
other characteristic of such goods or serv- 
ices, or that the work or labor on the goods 
or services was performed by members of a 
union or other organization.””! 


Literal interpretation indicates that 
two elements are necessary for classifica- 


* Public Law 489 (Lanham Act H. R. 1654), U.S. 
Statutes, 1946 (79th Cong., 2d sess.) (Washington: 
Government Printing Office), p. 19. 


@ About the Author. The author is Assistant Pro- 
fessor of Marketing in the Department of General 
Business at Michigan State University. Recently he 
has been participating in a program sponsored by 
The International Cooperation Administration, 
Michigan State University, and an agency of the 
Brazilian Government to establish a School of Busi- 
ness Administration in S{o Paulo, Brazil. 

Dr. Taylor received his undergraduate degree from 
the University of Western Ontario in 1947, his 
M.B.A. from the University of Michigan in 1949, 
and his Ph.D. from the same institution in 1955. 


ing the administrative framework used. The more interesting results are summarized here. 


tion of a mark as a certification mark: (1) 
the mark must certify as to the presence 
or absence of particular product or 
service characteristics; (2) the mark must 
be used upon the products or services of 
one or more persons other than the 
owner of the mark. Many marks, such as 
those owned by the American Gas Asso- 
ciation or the “ETL” mark owned by 
The Electrical Testing Laboratories, are 
easily identified under the definition; 
however, many are not. The definition 
deals with the structural characteristics 
of a certification mark, and it is necessary 
to examine the bases for cancellation to 
grasp the way the mark must be used to 
reflect the intent of the definition. 

Section 14(d) states that the mark may 
be cancelled if the registrant does not 
observe the following: 


“(1) does not control, or is not able legiti- 
mately to exercise control over, the use of 
the mark, or (2) engages in the production 
or marketing of any goods or services to 
which the mark is applied, or (3) permits 
the use of such mark for other purposes 
than a certification mark, or (4) discrimi- 
nately refuses to certify the goods or serv- 
ices of any person who maintains the stand- 
ards or conditions which such mark certi- 
fies.""? 


*Same reference, p. 8. 
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An exaiple will serve to illustrate the 
importance of the bases for cancellation 
in identifying a certification mark. 
Cluett Peabody and Co. Inc., owner of 
the trade-mark “‘Sanforized,” license the 
mark to finishers for use on those fabrics 
which are finished under its control and 
direction. This particular usage satisfies 
the definition of a certification mark, 
since the mark certifies particular prod- 
uct characteristics and the mark is used 
on the products of one or more persons 
other than the owner of the mark. Yet 
the mark “Sanforized” is a trade-mark. 
On the other hand, the Lock-Thread 
Corporation owns a patent on a new 
type of thread used on bolts. In order 
that the patent owner may identify and 
promote the product to potential buyers, 
the Corporation registered the name 
Lock-Thread as a certification mark. 
The patentee licenses the patent to 
various producers who in turn market 
the product under the name _ Lock- 
Thread. 

Although both of the above marks 
satisfy the definition of a certification 
mark, the distinction arises out of the 
difference in the type of control exer- 
cised. If the owner of the mark exercises 
control over the nature and quality of 
the goods or services bearing the mark, 
then it is a trade-mark. If the owner of 
the mark exercises control over the use 
of the mark only, that is, authorizes its 
use on goods or services which meet the 
standards established by the owner of 
the mark, it is a certification mark. 

The distinction between controlling 
the nature and quality of the goods and 
services, versus controlling the use of the 
mark is admittedly very slight. In the 
case of a trade-mark used by a related 
company, the control constitutes direct 
supervision over the nature and quality 
of the goods and services. This is the 
very antithesis of a certification mark, in 


which the intent is to preserve impar- 
tiality between the certifier and the user. 
The certifier acts in a passive capacity 
certifying the products or services of any 
producer who meets the standards.* 

All the bases for cancellation are de- 
signed to insure impartiality between 
the certifier and the user of the mark. 
Just as in the case of the trade-mark 
“Sanforized,” many marks structurally 
meet the requirements of the definition. 
However, they are not used in such a 
way as to reflect the intent of the defini- 
tion as inferred from the bases for can- 
cellation. Although the above indicates 
to some extent the nature of a certifica- 
tion mark from a legal point of view, it 
does not indicate its function from a 
business point of view. 

Since it was generally felt that such 
marks would materially aid the con- 
sumer in the buying process, there was 
much speculation at the time the Act 
was passed regarding the reliance that 
buyers could place in such marks. Inter- 
est centered on questions related to the 
degree of self-interest on the part of the 
certifier, the adequacy of testing arrange- 
ments, and the responsibility of the 
certifying agency.* Today it is possible to 
examine these questions in some detail. 
For this purpose, 131 certification marks 
registered as of December 31, 1953, were 
analyzed with respect to the type of insti- 
tution registering. Eighty marks, repre- 
senting approximately 60 per cent of the 
total marks registered, were analyzed 
with respect to (1) objectives sought by 
the registrants, and (2) the administra- 
tive procedures used to achieve the ob- 
jectives. 

*For official Patent Office interpretation see: 
Katharine I. Hancock, “Notes from the Patent Of- 
fice,” The Trademark Reporter, Vol. 47, No. 4 
(May, 1957), pp. 461-462. 

*For an excellent article on the above aspects of 
certification marks, see D. M. Phelps, “Certification 


Marks Under the Lanham Act,” THE JOURNAL OF 
MARKETING, Vol. 13 (April, 1949), pp. 498-505. 
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TYPES OF INSTITUTIONS 


Table 1 provides a classification of 
the number of marks owned by type of 
institution. 


Taste 
REGISTERED CERTIFICATION MARKS 
In Use Prior to DecemBer 31, 1953 


Number of 


Registered 

T ‘Ybe of Institution Marks 
Tre ade 49 
Individual Companies. . . 46 
Independent Testing L aboratories.... . 9 
Government Agencies. . . 
Trade Unions. . . 19 


Com ‘rom fe United of Registration 

In addition to the wide variety of 
ownership groups shown in Table 1, 
three other groups—Professional and 
Technical Societies, Publications, and 
Department Stores—are important certi- 
fying agencies. The failure of these 
agencies to register their marks excludes 
them from the study. 


OBJECTIVES OF THE CERTIFYING AGENCY 
Trade Associations 


Some of the most common reasons for 
engaging in this kind of activity, given 
by the owners of twenty-eight certifica- 
tion marks, are revealed in Table 2. 

Illustrative of a program designed to 
overcome buyer resistance to new prod- 


2 
CERTIFICATION MARK OBJECTIVES 
WHEN Usep By TRADE AssOcIATIONS 


Number of 
Objective Marks 
To overcome buy er resistance to new 
To reverse a dec lining demand trend... 5 
To aid members in securing wider dis- 
To give third party endorsement to 
performance claims............... 15 


ucts is that of the American Gas Associa- 
tion. To offset the sale of inefficient, 
poorly designed, and often unsafe gas 
appliances in the early days of the gas 
appliance industry, the A.G.A. estab- 
lished its first laboratory in Cleveland, 
Ohio, in 1925. It was the purpose of this 
laboratory to formulate appliance stand- 
ards, test for conformance, and certify 
conformance for co-operating appliance 
manufacturers. 

The certification program sponsored 
by the Mahogany Association provides 
an example of a certification mark used 
to reverse a declining demand trend. 
The suppliers of genuine mahogany 
were facing considerable competition 
from substitute inferior products. In an 
attempt to maintain their position and 
to prevent deception of the public, the 
Mahogany Association devised its certifi- 
cation program for the purpose of certi- 
fying the use of genuine mahogany in 
the construction of furniture. 

Certification marks are used to aid 
members in securing wider distribution 
through the development of regional 
good will. Such marks as those owned by 
the Irish Linen Trade-Mark Association 
and the Indian River Citrus League are 
examples of marks used to expand de- 
mand through emphasizing the regional 
origin of the goods upon which the mark 
is placed. 

Many trade associations use the certifi- 
cation mark to give third-party endorse- 
ment to performance claims. This is par- 
ticularly true where the product upon 
which the mark is used possesses hidden 
qualities, and the consumer is unable to 
detect quality differentials upon observa- 
tion. The National Association of Fan 
Manufacturers conducts a certification 
program to determine the proper type 
and size of fan for a specific purpose. It 
is the opinion of the Association that the 
rating of fans is a matter of public 
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interest, and that the buyer should be 
afforded protection against improper 
ratings. 

In conclusion, the certification mark, 
when used by this group, is not thought 
of primarily as a device for aiding the 
consumer, but as a practical marketing 
technique for achieving certain business 
ends. Nevertheless, the means used to 
achieve the objective theoretically pro- 
vides the information for more efficient 
buying on the part of the consumer. 


Individual Companies 


Table g indicates the objectives under- 
lying the use of 21 certification marks 
owned by individual companies. 


TABLe 3 
CERTIFICATION MARK OBJECTIVES 
WHEN Usep By INDIVIDUAL COMPANIES 


Objective 


To increase a derived demand 


lo secure uniform identification for 
products produced under patent 
license 


The Ralston Purina Company uses a 
certification mark to increase a derived 
demand. The mark emphasizes the word 
“Layena,” which certifies that the pro- 
ducer of eggs carrying the mark on the 
package has followed a rigid feeding 
plan using Layena feed. The Ralston 
Purina Company, through promotion, 
attempts to impress the public with the 
fact that Layena eggs are superior. 

In some cases, the owner of a patent 
does not wish to produce the product, 
but rather is content to acquire produc- 
tion through licensing of the patent. In 
order that the patent owner may secure 
uniform identification of the product 
produced under a patent license, the 
patentee registers the name of the 
product as a certification mark. The 


American Bowling Congress patented 
and approved a device known as a foul- 
dicator for detecting fouls committed by 
the members of bowling teams in tourna- 
ment play. Subsequently, The American 
Bowling Congress registered as a certifi- 
cation mark the name “Fouldicator.” 
Manufacturers are given licenses under 
the patent and also the right to mark the 
products with the certification mark 
“Fouldicator.” 

Like the trade association, the objec- 
tives of the individual company do not 
directly consider the consumer. When 
certification marks are used to increase 
a derived demand, the presence of the 
mark does attest to the presence of cer- 
tain quality attributes. When the mark 
is used for securing uniform identifica- 
tion of products produced under a 
patent license, the mark serves much the 
same function as a trade-mark under the 
related companies provision, indicating 
a uniformity of quality in general. Fur- 
ther, the nature of the objective is such 
that it would be difficult to achieve im- 
partiality on the part of the certifier. 


Independent Testing Laboratories 

Only a very limited number of inde- 
pendent testing laboratories use certifi- 
cation marks to represent organized cer- 
tification programs. Such laboratories are 
interested in supplying profitable serv- 
ices to their clients. For the most part, 
the client, usually an individual com- 
pany or a trade association, is interested 
in certification for the same reasons it 
engages in certification on its own. 


Governmental Agencies 

Governmental agencies, from the 
standpoint of volume of goods certified, 
are probably the most important certify- 
ing agencies in the United States. How- 
ever, few governmental agencies’ marks 
have been registered with the Patent 
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Office. Table 4 indicates the reasons 
underlying the use of eight certification 
marks owned by governmental agencies. 


Taste 4 
CERTIFICATION MARK OBJECTIVES 
Wuen Usep py GOVERNMENTAL AGENCIES 


Namber of 


Objectives Marks 
To indicate conformance with legal re- 
To indicate geographic origin... . .. 4 
Governmental response to consume 
demand for product standards. ..... 2 
8 


The certification mark owned by the 
Danish Ministry for Commerce, In- 
dustry, and Shipping, an administrative 
agency of the Danish Government, is 
used to indicate conformance with legal 
requirements. This mark is used on 
silverware, hollowware, and _ jewelry 
made of gold and/or silver, and certifies 
that “the content of gold and/or silver 
is as provided in the Danish Law con- 
cerning the manufacture of gold and 
silver ware.”* 

Just as the trade association attempts 
to expand, geographically, the demand 
for products of a given region, so does 
the local or state government attempt 
to indicate geographical origin of goods 
produced in its‘area. The Community of 
Roquefort recently registered a certifica- 
tion mark in the United States Patent 
Office. The mark is used on cheeses, and 
certifies that such cheese “has been 
manufactured from sheep's milk only, 
and has been cured in the natural caves 
of the Community of Roquefort, De- 
partment of Aveyron, France, in accord- 
ance with the historic methods of usages 
of production, curing and development. 


* Registration Certificate No. 571,797, United 
States Patent Office. 

* Registration Certificate No. 571,798, United 


States Patent Office. 


- The activities of the United States De- 
partment of Agriculture are illustrative 
of governmental response to consumer 
demand for product standards. Histori- 
cally, this agency developed standards for 
growers and distributors to facilitate 
such activities as storage, financing, buy- 
ing, and selling under the United States 
Warehouse Act. It was not until the 
early thirties that consumers sought a 
system of grading. Currently, the Depart- 
ment inspects and provides for the 
marking of “beef, lamb, veal, poultry, 
and canned chicken and other canned 
chicken products, eggs, butter, cheese, 
rice, honey and certain fresh, canned and 
frozen fruits and vegetables and dried 
fruits.’ The meat grades are the only 
grades registered as certification marks. 

It may be concluded that both when 
the mark is used to indicate conformance 
with legal requirements and when it has 
developed in response to consumer de- 
mand, the certification program consti- 
tutes an attempt to aid the consumer 
directly in the buying process. 


Trade Unions 


The use of certification marks, or 
union labels as they are more commonly 
called by this group, represents a rather 
significant departure in objectives. The 
union label is first and foremost an or- 
ganizing device. In 1g0g the Union 
Label Trades Department of the Ameri- 
can Federation of Labor was organized 
to expand the label program. The objec- 
tives of this organization are as follows: 


The objects of this department shall be 
to promote a greater demand for products 
bearing the Union Label, and of labor per- 
formed by union workers; to investigate 
into, devise, recommend, and within the 
heart of its authority, carry into effect 

* Catherine M. Vickmann, “A Consumers’ Guide 
to U.S. Standards for Farm Products,” United 


States Department of Agriculture (Washington: 
Government Printing Office, 1947), p. 2. 
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TABLE 5 


OBJECTIVES IN RELATION TO THE SOURCE OF SPECIFICATIONS UseD IN EIGHTY CERTIFICATION PROGRAMS 


Objectives 


Source of Specifications 


Independent 


No Formal 


Authority Specifications 


Certifier 


To reverse a declining demand trend 

To aid members in securing wider distribution 

To give third party endorsement to performance 

To increase a derived demand 

To secure uniform identification for products pro- 
duced under patent license er ae 

To indicate conformance with legal requirements. . . 

To indicate geographic origin 

Governmental response to consumer demand for 
product standards 

To supply profitable services to clients. . .. 

To advance the cause of trade unions... . . 


methods for the advertisement of Union 
Label products; to educate the members of 
trade unions, their families and the gen- 
eral public upon the economic, social, and 
moral uplift furthered by the trade union 
movements; to further the general welfare 
of all affiliated organizations, and to aid in 
the work of organization among all the 
toilers of the common good.® (Italics added.) 


The underlined portion of the above 
statement constitutes the objective— 
the remainder, the method devised to 
achieve the objective. 


ADMINISTRATION 

A certification program consists of 
three parts: (1) preparation or selection 
of a specification, (2) testing for con- 
formance, and (3) uniform identification 
of the product. Any confidence which a 
consumer may place in a certification 
mark is dependent upon the degree of 
impartiality which exists among the user, 
the certifier, the source of specifications, 
and the facilities for testing. The value 
of such marks to purchasers was evalu- 

* Constitution of the Union Label and Service 
Trades Department of the American Federation of 


Labor, Adopted, March 30, 1909. Amended, 1952, 
Article II, Section 1. 


2 
2 2 
1 4 


1 
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ated with respect to impartiality con- 
cerning the source of specifications used 
and impartiality in the testing program. 


Source of Specifications 

Impartiality between the participants 
in a certification program can in part be 
evaluated by examining the origin of the 
specifications used, that is, whether the 
specifications were developed by the 
certifier, or by an independent authority. 
Where no specifications are used, it is 
only possible to examine the nature of 
the certification program to evaluate the 
desirability of such an arrangement. Any 
evaluation of the source of specifications 
used must consider the objectives which 
the use of the mark is designed to 
achieve. It is evident that some of the 
objectives sought by the certification 
mark owner require more care in the 
source of specifications than others. 
Table 5 shows the three conditions 
found with respect to the source of 
specifications in relation to the objec- 
tives of the owners of the eighty certifica- 
tion marks studied. 

Superficial examination suggests that 
the three sources leave much to be de- 


3 
Total 
To overcome buyer resistance to new products..... — s. 
2 7 
6 8 
I 
— 11 
2 
4 
2 
7 1 
— 14 1 
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sired. Use of a specification devised by 
an independent authority is not an 
absolute requisite for a valid certifica- 
tion. A consideration of objectives re- 
vealed that a completely impartial source 
is not always possible or necessary. 

Frequently it is not possible to use 
specifications developed by an independ- 
ent authority because they simply do 
not exist; in such cases the specifications 
often are developed by the certifier. For 
example, the United Motor Courts, in 
the absence of an independent specifica- 
tion, certifies that establishments dis- 
playing the association’s mark conform 
to standards of quality thought to be 
important to the association. The use of 
internal specifications may be justified 
by the organizational structure within 
which the certification program operates. 
Such is the case of the American Gas 
Association, in which disinterest is main- 
tained since it is made up primarily of 
utility company members; and_ the 
manufacturers whose products bear the 
A.G.A. mark are in the category of asso- 
ciate members. Furthermore, internally 
developed specifications may be partially 
offset by the use of independent facilities 
for testing. 

Consideration of objectives reveals 
that in many cases no formal specifica- 
tion is necessary. When a mark is used 
by an individual company to increase 
a derived demand or for uniform identi- 
fication of a product produced under 
patent license, the only specification 
needed is a bill of sale in the former case 
and a licensing agreement in the latter. 


Testing for Conformance 


The functions performed in this part 
of a certification program fall broadly 
into two main categories: first, the 
organizational arrangement for initial 
testing for conformance with a specifica- 
tion; and second, the arrangements for 


TABLE 6 


Testinc Factuities EMPLOYED BY THE OWNERS OF 
E1cuty CERTIFICATION MARKS 


Number of 
Testing Facilities Employed Marks 
Testing by an independent agency. . . 6 
Testing by the certifier..... 23 
Testing by the user...... ee 5 
The absence of testing . ie 46 
Total... 80 
continued testing of products for con- 
formance with a specification. Table 6 
shows those conditions which seem to 


prevail in the former case. 

Because of the self-interest surround- 
ing the objectives of certification pro- 
grams conducted by trade associations 
and individual companies, testing by an 
independent agency would appear to be 
mandatory. In many cases, an independ- 
ent agency is used; however, there are 
circumstances where the trade associa- 
tion or individual company conducting 
a certification program may test for con- 
formance with specifications. 

Testing by the certifier is the case in 
the program conducted by the Can Manu- 
facturers Institute, Inc. This Institute 
certifies that can openers bearing the 
C.M.I. seal have been examined and 
tested for performance. Since the Insti- 
tute is composed of manufacturers of 
cans, any implication of partiality is 
avoided. In those programs conducted 
by independent testing laboratories and 
governmental agencies, testing by the 
certifier is always the case. 

There seems to be no justification for 
testing by the user. One of the qualifica- 
tions for obtaining the National Associa- 
tion of Fan Manufacturers’ seal reads: 
“Possessing the technical knowledge, 
skill and facilities to test fans in accord- 
ance with the standard test code; or in 
lieu thereof, using the services of an 
approved independent testing labora- 
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tory.”® Although testing by the user is 
not widespread, it was present in five of 
the programs analyzed. 

It is not surprising that in those cases 
where there is no formal specification, a 
parallelism exists in the absence of test- 
ing. When governmental marks are used 
to indicate geographic origin, testing is 
not necessary. Likewise, testing for con- 
formance is not required for those marks 
owned by individual companies which 
attempt to increase a derived demand 
or are used for purposes of uniform 
identification of products produced un- 
der a patent license. 

Where there is no testing, it is appro- 
priate to examine the provisions made 
for policing the use of the mark. This 
activity is desirable in all certification 
programs, but is especially important 
where the certifier neither uses specifica- 
tions nor tests for conformance. Unfortu- 
nately, only a very few certifiers have 
made provision for policing the use of 
their marks. However, there are some 
examples of admirable policing pro- 
grams. The licensing agreement used by 
the Mahogany Association, Inc., states 
that “if any label furnished by the Asso- 
ciation to the Licensee shall become 
affixed to any furniture not entitled to 
bear the same . . . this will constitute 

. substantial damage to the associa- 
tion; ... it is mutually agreed that 
such damage will be fixed and liquidated 
at the sum of One Thousand Dollars 
($1,000.) and in addition thereto Fifty 
Dollars ($50.00) for each piece of furni- 
ture so mislabeled.”"© Responsibility 
rests with the recipient of the label, and 
presumably the Association relies on the 
size of the fine to force the members to 
police themselves. The American Zinc 

* National Association of Fan Manufacturers, Bul- 
letin No. 112, ed Ed. 


* “Agreement for the Use of Mahogany Labels,” 
Mahogany Association, Inc. 


Institute, by contract, utilizes the right 
to inspect production at the plant. More 
often, however, the agency purchases 
sample sheets in the open market and 
tests them to insure that the licensee is 
conforming to the standard. The effec- 
tiveness of the above policing arrange- 
ments is dependent upon the value of 
the mark to the user. 

In most cases, the initial administra- 
tive arrangements designed to handle 
the testing aspects of a certification pro- 
gram are acceptable. That is, a considera- 
tion of objectives in relation to the 
source of specifications and _ testing 
facilities indicates that impartiality is 
maintained. On the other hand, con- 
tinued testing or policing the use of the 
mark is usually not present. 


‘ 


CONCLUSIONS 


It is evident that there is little institu- 
tional specialization with regard to the 
ownership of certification marks in the 
United States. 

Although the objectives underlying 
the use of certification marks appear 
logical and desirable, it is apparent that, 
except in those programs conducted by 
governmental agencies, there is little de- 
sire to aid the consumer directly in the 
buying process. In most instances, any 
benefit to the consumer is secondary and 
indirect. The objectives underlying the 
certification activities of Trade Unions, 
and those programs of Individual Com- 
panies in which an attempt is made to 
secure uniform identification of products 
produced under a patent license, may or 
may not result in benefit t» the con- 
sumer in the buying process. Neverthe- 
less, each objective revealed should be 
considered perfectly logical in a free- 
enterprise economy. The uses to which 
certification marks have been put are far 
greater than was anticipated at the time 
of passage of the Act. 


WEIGHTING PROCEDURES IN 
PROBABILITY-TYPE SAMPLES 


JOHN H. PLATTEN, JR. 


This article examines critically the various problems of weighting probability-type 
samples, paying particular attention to those instances when no call-backs are made in 


the field. Deficiencies in the nights-at-home weighting procedure are analyzed, and al- 
ternative suggestions for minimizing many of the complexities of card weighting are 
presented. Much of the material is documented by extracts from a 30,000-interview na- 


DIFFICULT decision that must be 

made when designing and execut- 
ing probability-type samples is_ the 
matter of what procedure to use in order 
to compensate for those pre-selected re- 
spondents who are not reached on the 
first round of calls. 

Success in reaching intended respond- 
ents on the first call rarely exceeds 65 per 
cent of the total schedule. The balance 
will be missed simply because they are 
not home at the specific time of the 
interviewer's Visit. 

Since call-backs to get these missing 
respondents into the sample tend to be 
highly expensive, practical considera- 
tions usually make it desirable to limit 
the number of call-back attempts (or 
eliminate call-backs altogether) and to 
use alternative methods of achieving a 
“complete” sample. 


@ About the Author. Mr. Platten has been Vice 
President and Director of Research of J. A. Ward, 
Inc., New York independent marketing and opin- 
ion research firm, since January, 1952. He was pre- 
viously Director of Research for Ross Federal Re- 
search Corporation, Director of Marketing Research 
for Crossley, Inc., and Production Manager for 
Opinion Research Corporation (Princeton, N. J.), 
all independent research firms. 

Prior to entering the commercial research field 
in 1943, he was variously engaged in editorial and 
business capacities for trade and consumer maga- 
zines. A graduate of Princeton University in 1938, 
he is the author of How Industry Buys (Scientific 
American, 1950), Opportunities in Market Re- 
search (Grosset and Dunlap, 1947), and numerous 
articles in business and professional journals. 


tional study during which technical experiments were tried. 


The two basic methods available for 
achieving an acceptably representative 
sample without making any call-backs 
are: (1) a system of card weights applied 
to those respondents successfully inter- 
viewed, or (2) substitution in the field of 
alternate respondents for those missed. 
Various combinations of these two pro- 
cedures, including combinations involv- 
ing a limited number of call-back 
attempts, can be used. 

It is well, however, to face the fact that 
any method constructed from this pool 
will fall short of perfection in the statisti- 
cal sense. But, since there is no known 
method of achieving a perfect sample 
within the bounds of operating practi- 
calities, commercial researchers have had 
to learn to live with compromise in the 
sampling area. 


BASIC WEIGHTING CONSIDERATIONS 


Whenever it is decided not to use call- 
backs, but to compensate for persons not 
reached on the first call by means of 
some form of weight, there are two basic 
factors to consider. 

First, the success ratios (percentage of 
designated respondents actually reached 
on the first call) will vary by the various 
sub-samples or strata in the total sample. 
Therefore, the raw (first-call) sample will 
most likely be skewed on geographic, 
income, city-size, and other demographic 
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lines and must be restored to proper 
balance if the final “weighted” sample is 
to be considered “representative” at all. 
(In a recent study by our organization, 
the success ratios ranged from 42.6 per 
cent to 59.0 per cent when analyzed by 
geographic area; from 38.5 per cent to 
60.7 per cent on a City-size basis, and 
from 47.0 per cent to 54.5 per cent on an 
income-level basis.) 

Second, it is likely that the respond- 
ents missed may differ from the respond- 
ents actually interviewed with regard to 
one or more behavior characteristics per- 
tinent to the subject under study (for 
example, use of automobile, exposure to 
broadcast media, etc.). Where such differ- 
ences exist, or are presumed to exist, a 
correction of some sort may be advisable 
in order to minimize or eliminate the 
biasing effect on the findings of not 
actually including the missing respond- 
ents in the sample. 

Ideally, some single form of weight, 
which would simultaneously correct 
both demographic and behavior biases in 
the raw (first-call) sample, is much to be 
desired. 


THE NIGHTS-AT-HOME TECHNIQUE 


The so-called “nights-at-home” weight- 
ing system has at various times been pro- 
posed as a method which will accomplish 
such a statistical tour-de-force." 

This system calls for scheduling the 
basic sampling of pre-selected respond- 


* This system was first suggested by H. O. Hartley 
in comments on a paper by Dr. F. Yates, “A Review 
of Recent Statistical Developments in Sampling and 
Sampling Services” Journal of the Royal Statistical 
Society, Vol. gg, Part 1 (1946), pp. 37-38. Other 
articles developing the system include Alfred Politz 
and Willard Simmons, “An Attempt to Get the 
Not-At-Homes into the Sample Without Call-backs,” 
Journal of the American Statistical Association, Vol. 
44 (March, 1949), pp. 9-32, and Willard Simmons, 
“A Plan to Account for the Not-At-Homes by Com- 
bining Weighting and Call-backs,” THE JOURNAL OF 
MARKETING, Vol. 19 (July, 1954), pp. 42-49. 


ents at random intervals of time, and 
ascertaining from each respondent suc- 
cessfully reached whether or not he was 
home at previous points in time, ran- 
domly selected. Inversely graduated 
weights are then applied to those persons 
actually interviewed, on the basis of 
their nights-at-home experience. In 
theory, this procedure is supposed to 
correct any demographic skew by giving 
greater weight to successful interviews in 
areas where the success ratio is lowest, 
and lesser weight where the success ratio 
is highest, thus returning the sample, by 
projection, to its original numerical 
size. 

In theory also, the procedure is de- 
signed to correct the sample on a be- 
havior basis, on the assumption that 
persons with like nights-at-home charac- 
teristics will be approximately alike in 
behavior. For instance, for every person 
successfully reached, whose nights-at- 
home experience is 3-out-of-6 (50 per 
cent), there will be another such who 
will be missed. Giving the one obtained 
a weight of 2 then simulates the missing 
one and “corrects” the sample. Or so the 
theory goes. 

In addition to the obvious fact that 
the system does not actually bring into 
the sample any respondents not inter- 
viewed, except by simulation, the theory 
that it will correct a demographic skew 
can seldom be documented in practice. 
This may be primarily because: (1) it is 
almost impossible to schedule and ex- 
ecute a mass human effort (such as when 
hundreds of interviewers are involved) 
with the necessary coordination and pre- 
cision in timing, and (2). survey samples 
and subsamples are usually too small to 
keep tolerance limits in a subsample 
within an acceptable range. 

The size of subsamples is probably the 
most acute of the problems making 
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Planned 

Sample 
Standard metropolitan areas.... 45.0% 
Other urban areas............ 20.5 


nights-at-home weighting for demo- 
graphic corrections well-nigh impossible 
in the practical sense. Assume a 5,000 
case national sample, with multi-stage 
stratification, in which many sub-strata 
contain as few as 100 scheduled inter- 
views. If, in an area to be represented by 
100 cases, the actual incidence in the pop- 
ulation of persons home two nights out of 
six should be, for example, 5 per cent 
the odds of any sample of 100 cases (or 
designated homes) containing exactly 
this proportion are not very good statisti- 
cally. If the sampling procedure is re- 
stricted to only one attempt on these 100 
homes, approximately 65 of the homes 
may be reached. Among these 65 homes 
reached, if 2 were of the 2-out-of-6-nights 
variety, they would project to 6 cases (20 
per cent over the actual incidence). If 
only one was reached, it would project to 
3 cases (37.5 per cent under the actual 
incidence). Since there are six such sub- 
groups in the first-call sample, it is easy 
to see how rapidly the opportunities for 
distortion mount up. It is, therefore, 
easy to understand why application of a 
nights-at-home weight to 65 assorted 
cases will have little chance of projecting 
back to the original 100 cases. 

An actual experience in a recent study 
is relevant.2, Among other things, the 
basic study design called for a city size 
distribution comprised 34.5 per cent of 


* J. A. Ward, Inc., survey of Daily Living Habits, 
unpublished study conducted in 1954 for the 
Mutual Broadcasting System. 


Raw sample Raw sa mple 


of interviews after applica- 
obtained on tion of nights- 
first call at-home weight 
36.0% 38.0% 
25.9 24.4 


38.1 37.6 


rural area interviews. The skew by city- 
size in “‘first-call success ratio” was such 
that 38.1 per cent of the respondents 
interviewed fell within rural areas (see 
Table 1). When all first-call respondents 
were weighted on a nights-at-home basis, 
the rural segment of the total weighted 
sample was still 37.6 per cent of the 
whole. Thus, it can be seen that the 
effect on sample distribution of the 
nights-at-home weight was negligible. 

This failure to correct a major demo- 
graphic skew indicates that the nights-at- 
home weight is sadly deficient in one 
highly important respect. 


SUPPLEMENTARY WEIGHTING 


It can be seen that if the nights-at- 
home weight were the only correction in 
this instance, the resulting weighted 
sample would have been far from accept- 
ably representative. It can be assumed, 
therefore, that any survey which pur- 
ports to use only the nights-at-home 
weight applied to first-call respondents 
(or even first and second-call respond- 
ents) most probably cannot be reported 
with “validating data” indicating close 
similarity with known demographic data, 
unless it has first been subjected to con- 
siderable additional card-weighting over 
and beyond a nights-at-home weight. 

Estimates of the amount of card- 
weighting that would be necessary for the 
purpose of making demographic correc- 
tions in addition to application of a 
nights-at-home weight indicate that such 
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a study could require as much as a tri- 
pling of the number of original cards. 
This would make the final “tabulating 
sample”’ one composed 65 per cent to 75 
per cent of “simulated’’ rather than 
actual interviews. 

The higher the proportion of simu- 
lated interviews in a final sample, the 
greater is the risk of magnified error or 
bias in findings or projections derived 
from the statements of respondents in 
the sample. Yet discussions in technical 
journals or in the technical sections of 
published reports, covering studies 
where the nights-at-home weight has 
been used instead of call-backs, seldom 
if ever mention any recourse to second- 
ary or tertiary weights over and beyond 
the nights-at-home weight. The reader 
can, however, assume that such weights 
necessarily were made and that the de- 
gree of simulated interviews in the total 
sample may well be dangerously high. 

If, as shown here, the nights-at-home 
weight will not adequately adjust a first- 
call-only sample demographically and 
the practitioner still does not want to get 
involved in call-back interviews, he will 
have to choose between using a compli- 
cated system of card weights other than 
nights-at-home, and accept the attending 
dangers, or find some other way of ad- 
justing a first-call sample demograpli- 
cally. 


SUBSTITUTIONS IN THE FIELD 


In a 1954 study, a controlled experi- 
ment in this problem of demographic 
weighting was tried.* This involved ex- 
perimental achievement of the necessary 
weighting by means of substitution in 
the field for missed respondents, rather 
than card multiplication in the office. 

This technique is, to be sure, another 
type of compromise; but it has the virtue 


* Same reference as footnote 2. 


of eliminating almost entirely the need 
for card weights to bring demographic 
factors into line, in order to compensate 
for attritions in the original schedule of 
designated households. 

The sample design for the study was a 
probability selection of blocks and rural 
squares in the United States. In each of 
the thousands of blocks thus selected, 
one specific family was designated as a 
desired respondent family. (This wide 
scatter—a necessity in this particular 
study—might not be necessary or prac- 
tical in other studies.) 

Each designated family was to be ob- 
tained on the first call, if possible. Where 
this was not possible, it was to be sub- 
stituted for by successive attempts at the 
next five homes in sequence, while the 
interviewer was making her first visit to 
the designated block. In theory, there is 
no reason why the cluster of five subse- 
quent homes should not have been a 
cluster of three, or ten. However, thor- 
ough testing of the procedure in the 
field indicated that a segment of five sub- 
stitute homes would reduce necessary 
call-backs to the area to a minimum. A 
segment of three would not serve as well, 
and a segment of more than six was 
virtually unnecessary. (If calls on all six 
homes in the cluster were fruitless, the 
‘nterviewer was required to return to 
the block later that day or evening, or 
on the same day of the following week, 
and begin again at the originally-desig- 
nated home.) 

It was known, of course, that a substi- 
tute family had identical geographic 
area, city-size, and block characteristics 
with the originally designated family. It 
was a reasonable assumption that it 
would also have approximately the same 
income level and language characteris- 
tics. Thus, a substitution basically would 
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Taste 2 
Nicuts-At-HomMe CHARACTERISTICS OF ORIGINAL AND SUBSTITUTE FAMILIES 


Originally 
designated Substituted All 
families families 


loutof5..... 
None of 5... . 

Average 


not alter the original demographic 
characteristics of the sample. 

The experience of the study, which 
was based on 7,000 designated families 
(1,000 each day for seven full days) was 
that in only g per cent of the blocks did 
an interviewer fail to obtain an inter- 
view (either original or substitute) on 
the first trip to the block. This extremely 
limited load in additional cost of travel 
time and labor represented a tremendous 
basic saving in field cost, when compared 
with any system involving call-backs. 

The result was that the final sample of 
both original and substitute (or recipro- 
cal) interviews was practically identical 
with the planned sample in regard to its 
geographic, city-size, and other distribu- 
tions. No card-weights for the purpose of 
demographic correction were needed. 

What was not known in advance, how- 
ever, was whether or not the act of sub- 
stitution would multiply a skew on some 
other grounds, such as frequency at 
home. It could be argued that, if im- 
mediate substitutions were permitted, 
the interviewer would tend to have suc- 
cessful contacts for the most part only 
with families that were quite often at 
home, and fewer than normal with 
families characteristically not at home. 

It was possible to test this assumption 
by comparing the nights-at-home charac- 
teristics of the originally designated 
families obtained with the same charac- 


teristics of the substitute families. Because 
the survey subject was largely a measure- 
ment of broadcast media exposure, and 
because it was known that the degree of 
this exposure would vary with variances 
in nights-at-home, such a comparison test 
was essential in this case. 

Table 2 reports the distribution of the 
two samples on the nights-at-home fre- 
quency question, based on analysis of 
two full days of sampling (2,000 
families). 

The fact that the two samples had a 
high degree of similarity with respect to 
nights-at-home experience was significant 
when related to the previous finding that 
application of a nights-at-home weight 
did not significantly alter the demo- 
graphic distribution of the sample (see 
Table 1). 

This finding suggested that, by com- 
bining both original and reciprocal field 
samples and then applying a nights-at- 
home weight, it would be possible, first, 
to achieve the demographic weighting 
necessary, and second, to introduce a 
correction of the behavior bias in a study 
where frequency at home was known to 
affect degree of broadcast media ex- 
posure. 

A simple illustration of what occurred 
when a combination procedure of this 
nature was used can be seen in Table g. 

In short, when a nights-at-home be- 
havior correction seems advisable, a 
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Taste 
COMBINED ORIGINAL AND RECIPROCAL SAMPLES BEFORE AND AFTER NIGHTS-AT-HOME WEIGHT 


Standard metropolitan areas.... 
Other urban areas............. 
Rural 


simple comparison of the nights-at-home 
frequencies of the original and substitute 
samples may reveal sufficient similarity 
to enable use of the nights-at-home cor- 
rection as a supplement to substitute 
interviews. 

On the other hand, where frequency 
at home does not affect behavior perti- 
nent to the subject under study and there 
is, therefore, no need to make a nights-at- 
home correction, it seems far better to 
accomplish demographic weighting of a 
first-call sample by use of substitute or 
reciprocal interviews in the field, rather 
than by using any form of card-weight- 
ing with its attendant dangers. 

Further, the material here strongly 
suggests that reliance on a_nights-at- 
home weight applied to a first-call-only 
sample would almost inevitably neces- 
sitate secondary and tertiary weights to 
accomplish what the nights-at-home 
weight fails to accomplish, that is, to cor- 
rect the sample demographically. 


CONCLUSIONS 


While near perfect matching of 
weighted-sample characteristics with in- 
dependent estimates of these charac- 
teristics makes excellent reading, and 
although the goal of good sampling 
should be to attain the closest possible 
fit in such comparisons, the way that this 
apparent accuracy is obtained is much 
more important. 

Theoretically a mere handful of inter- 


Combined Original ‘end 
Reciprocal Samples 


Before 
nights-at- 
home weight 
454% 
20.7 
33.9 


After 
nights-at- 
home ‘weight 


views, properly spaced out, could be 
card-weighted into very close approxi- 
mation of a truly precise national sample. 
However, most surveys aim at obtaining 
quantitative measurements of myriad 
characteristics of the whole public. It 
seems sounder sampling procedure to 
have the minimum possible amount of 
the tabulation sample composed of 
“simulated” interviews (created by card 
multiplication). When upwards of two- 
thirds of a tabulation sample is com- 
posed of simulated interviews (as can be 
the case if no call-backs are made and 
card-weights are used for demographic 
corrections, in addition to nights-at- 
home weighting), a real danger of bias 
and distortion exists. This is often con- 
cealed in a set of statistical ‘“‘valida- 
tions” and, unless a full description of 
all weighting procedures is appended, 
the user of the research may be unaware 
of this potential bias and view the survey 
uncritically. 

The experiences outlined herein in- 
dicate that no survey using—or implying 
the use of—a nights-at-home weight only 
is likely to be free of additional weight- 
ing of considerable magnitude. Where 
such basic demographic weighting is re- 
quired, the experience detailed here may 
assist the practitioner in making his de- 
cision as to which type (substitution in 
the field, or card-weights) to use for max- 
imum safety, combined with a practical 
level of expenditure. 
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The Forum 


ROBERT FERBER, Editor 


THE DISTINCTION BETWEEN CONVENIENCE 


GOODS, SHOPPING GOODS, AND 


SPECIALTY GOODS 
RICHARD H. HOLTON 


The essence of the distinction between convenience goods and shopping goods may 


lie in the gain resulting from price and quality comparisons relative to the searching 
costs. For convenience goods this ratio is low, but for shopping goods the probable gain 
is large enough ‘to call forth more extensive searching. Specialty goods seem to overlap 
both of the other categories and are distinguished only by the limited size of the market 


demand for the goods. 


N 1948 the Definitions Committee of the 

American Marketing Association de- 
scribed convenience goods as “those con- 
sumers’ goods which the consumer usually 
purchases frequently, immediately, and 
with a minimum of effort.” Shopping goods 
were defined as “those consumers’ goods 
which the customer, in the process of selec- 
tion and purchase, characteristically com- 
pares on such bases as suitability, quality, 
price and style.” Specialty goods were 
“those consumers’ goods on which a signifi- 
cant group of buyers characteristically in- 
sists and for which they are willing to make 
a special purchasing effort.” 

* American Marketing Association, “Report of the 


Definitions Committee,” THE JOURNAL OF MARKET- 
ING, Vol. 13 (October, 1948), pp. 202-217. 


e About the Author. Richard H. Holton received 
his M.A. in economics from Ohio State University 
in 1948, and his Ph.D. in economics from Harvard 
University in 1952. He is the author of articles in 
various professional journals, and is co-author, with 
J. K. Galbraith, of Marketing Efficiency in Puerto 
Rico (Harvard University, 1955). Formerly Assist- 
ant Professor of Economics at Ohio State Univer- 
sity and then at Harvard University, he is currently 
Associate Professor, School of Business Administra- 
tion, University of California at Berkeley. 


Most of the standard marketing texts 
have discussed these three classifications of 
consumer goods in the same terms. Because 
of a lack of clear-cut distinctions among 
these three groups, more precise versions 
of the definitions are desirable. 


CONVENIENCE GOODS AND SHOPPING GOODS 
Definitions 


Since items which are shopping goods 
for some consumers may be convenience 
goods for others, convenience goods and 
shopping goods can be defined accurately 
only from the standpoint of the individual 
consumer. It may be sufficient to say that, 
for the individual consumer, convenience 
goods are those goods for which the proba- 
ble gain from making price and quality 
comparisons among alternative sellers is 
thought to be small relative to the con- 
sumer’s appraisal of the searching costs in 
terms of time, money and effort. Shopping 
goods, then, are, for the individual con- 
sumer, those goods for which the probable 
gain from making price and quality com- 
parisons among alternative sellers is 
thought to be large relative to the con- 
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sumer’s appraisal of the searching costs in 
terms of time, money, and effort. 

The probable gain from making price 
and quality comparisons may consist of the 
enjoyment of shopping as well as the ac- 
quisition of a “better buy.” If the house 
wife simply enjoys being in the downtown 
stores, she is likely to engage in more price 
and quality comparisons than if she does 
not enjoy shopping. Just as this gain is 
largely subjective, so are the searching 
costs. The “time” cost of searching is an 
opportunity cost. For example, when a sec- 
retary is debating whether to spend part of 
her noon-hour shopping, she presumably 
considers the foregone enjoyment of a more 
leisurely lunch with her girl friends. 


Advantages of the Definitions 


These definitions of convenience goods 
and shopping goods have several advan- 
tages. They are reasonably concise and un- 
ambiguous. They focus on the motivations 
of the consumer, and they cover the quali- 
fications which invariably must be taken 


up if the AMA definitions are explored. 
They answer the questions as to why the 
consumer “shops” for some goods, but not 
for others, by bringing out that the con- 
sumer will compare, perhaps unconsciously, 
the cost of shopping with the probable 
gain from shopping. 

To some extent, of course, shopping be- 
havior is habitual. But presumably in most 
cases these habitual patterns are estab- 
lished only after some experience with 
price and quality comparisons. The AMA 
definitions and these revisions both assume 
that most consumers’ buying habits have a 
rationale and that, therefore a distinction 
between the convenience good, shopping 
good, and specialty good is applicable. 

A given good may be a convenience good 
for some consumers, and a shopping good 
for others. High-income consumers pre- 
sumably place a lower value on the money 
to be saved by price comparison than do 
low-income consumers; and consequently 
low-income people will view as shopping 
goods some items which high-income peo- 
_ple will consider convenience goods. On 


the other hand, the person who is very 
style conscious will place a high value on 
the probable gain from shopping because 
of the quality differences. These definitions 
also help to explain why the high-income 
housewife frequently is a more careful 
shopper for a given good such as meat than 
is the low-income housewife who works an 
eight-hour day. For the former, the search- 
ing costs are low since alternative demands 
on her time are low; but, for the latter, the 
opportunity cost of shopping carefully is a 
needed rest. So, even if the two buyers 
place the same value on the probable gain 
from shopping for meat, one may engage in 
more price comparisons than the other. 

These definitions also make it possible 
to bring out that even for a given con- 
sumer, a particular good may be a con- 
venience good at one time and a shopping 
good at some other time. The tired and 
busy consumer may buy without much 
price and quality comparison an item 
which she may buy at some future date only 
after careful shopping when the searching 
costs are lower. 

The suggested definitions have the fur- 
ther advantage of showing that, for any 
given consumer, the goods which might be 
bought can be crudely arrayed from con- 
venience goods at one end of the spectrum 
to shopping goods at the other; a neat two- 
fold classification is not possible. ‘The 
amount of comparison shopping increases 
steadily as one moves from shoestrings to 
neckties to suits to dining room furniture. 
Thus, as one moves along the continuum 
from convenience goods toward shopping 
goods, the probable gain from shopping 
rises, warranting greater searching costs. 


Ambiguities Removed 


Certain ambiguities in the AMA defini- 
tions are cleared up by the two definitions 
suggested here. Clearly not all convenience 
goods are purchased “frequently”; this is 
recognized in the AMA definition by the 
statement that convenience goods are those 
which the consumer “usually” buys fre- 
quently. There are countless items which 
the consumer buys only infrequently but 
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which nonetheless are convenience goods, 
apparently, by the AMA definitions. The 
ball of twine, the box of fuses, and hun- 
dreds of other goods, particularly those 
sold in hardware stores and five- and ten- 
cent stores, are convenience goods, yet are 
not bought more than once or twice a year. 
The reason such goods are convenience 
goods is that the probable gain from shop- 
ping is small (because of minimal price and 
quality variations among sellers) relative 
to the searching costs. 


SPECIALTY GOODS 
Specialty Goods Unique 

If the convenience-goods, shopping-goods 
distinction discussed above is consistent 
with the sentiments of the AMA commit- 
tee, then what is the nature of “specialty 
goods”? Are specialty goods of a sort worth 
differentiating from convenience goods and 
shopping goods? 

The specialty-goods definition was ap- 
parently the cause of some difficulty in the 
AMA committee. “Examples of goods that 
are usually bought as specialty goods are 
specific brands of fancy groceries, watches, 
men’s shoes and possibly automobiles. . . . 
There seems to be considerable doubt as to 
whether the distinction between Shopping 
Goods and Specialty Goods is any longer 
valid or useful. There is less doubt of the 
validity of the class, Shopping Goods, than 
of Specialty Goods.”*? The Committee's 
treatment of specialty goods can be dis- 
tinguished in at least two ways from its 
treatment of convenience goods and shop- 
ping goods. First, specialty goods apparently 
can be brands as well as goods, implying 
that some brands within a class of conven- 
ience goods might be specialty goods, for 
example, particular types of groceries. Sec- 
ond, the Committee seemed to consider the 
number of buyers who want the good as 
important. In the definitions of conven- 


* American Marketing Association, “Report of the 
Definition Committee,” THE JOURNAL OF MARKETING, 
Vol. 13 (October, 1948), pp. 202-217, at p. 215. 

*Here the committee followed Copeland's orig- 
inal discussion of specialty goods. See Melvin T. 
Copeland, Principles of Merchandising (Chicago: 
Shaw, 1924), Chapter 4. 


ience and shopping goods, the distinction 
could be drawn on the basis of the single 
individual's viewpoint of the good in ques- 
tion without reference to the magnitude of 
the market demand. 


Market Demand Relevant 


Can specialty goods be distinguished 
from convenience goods and shopping 
goods on the basis of the individual con- 
sumer’s outlook toward the good? The will- 
ingness to make the “special purchasing ef- 
fort” seems to be a key characteristic of the 
specialty good in the mind of the AMA 
committee. Here one must distinguish be- 
tween the willingness to make a special ef- 
fort, on the one hand, and the necessity of 
making that effort on the other. For the 
man who would “walk a mile for a Camel,” 
Camel cigarettes would constitute a spe- 
cialty good if the distinguishing character- 
istic of the consumer's attitude toward the 
good were the willingness to make the spe- 
cial purchasing effort. Bread and gasoline 
and countless necessities would be specialty 
goods if the mere willingness to make the 
special purchasing effort were the distin- 
guishing characteristic involved. Surely the 
AMA committee did not intend such an in- 
terpretation. 

Would it not follow, then, that a dis- 
tinguishing feature of the specialty good is 
the necessity of making a special purchas- 
ing effort, rather than just the willingness? 
The fact that it is necessary to make a spe- 
cial effort to buy the good in question must 
stem from a limited market demand. In 
other words, perhaps specialty goods as 
conceived in the “collective mind” of the 
Committee cannot be defined satisfactorily 
from the viewpoint of the individual. The 
fact that market demand is limited makes 
the special purchasing effort a necessity 
since the number of outlets handling the 
specialty good is limited. To exaggerate 
for a moment, one could say that specialty 
goods are not just “those consumers’ goods 
on which a significant group of buyers 
characteristically insists and for which they 
are willing to make a special purchasing ef- 
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fort’’;* rather they are those goods on which 
an insignificant group of buyers character- 
istically insist and which therefore require 
a special purchasing effort on the part of 
these buyers. 


Specialty Goods 
Groups 


Overlap Other Two 


This line of reasoning leads to the con- 
clusion that for the individual some con- 
venience goods will also be specialty goods: 
those goods distributed through so few 
outlets as to require a special purchasing 
effort, but varying so little among outlets 
with respect to price and quality as not to 
warrant comparisons. For the individual, 
too, some shopping goods may be specialty 
goods, such as specialized hospital equip- 
ment for use in the home, foreign sports- 
cars, custom-made goods, and other goods 
which have limited distribution yet still 
warrant price and quality comparisons 
among the far-flung outlets. 

Since the classification of a good as a 


*Same reference as footnote 1. 


convenience good or a shopping good de- 
pends on the individual consumer's evalua- 
tion of the probable gain from price and 
quality comparisons relative to the cost of 
shopping, a given good can be referred to 
as a convenience good only if a majority of 
consumers seem to view it as a convenience 
good. Similarly, shopping goods are those 
goods for which most consumers seem to 
be willing to engage in price and quality 
comparisons. Specialty goods, if the above 
reasoning is justified, are the convenience 
or shopping goods which face such a lim- 
ited market that outlets are relatively few, 
necessitating a “special purchasing effort” 
on the part of the buyers. All goods, whether 
convenience goods or shopping goods, 
might be arrayed conceptually by some 
measure of intensity of market demand, 
with those goods at the low-intensity end of 
the scale being the specialty goods. 

Therefore, it would seem that the spe- 
cialty-good classification overlaps both the 
other groups and cannot be distinguished 
either from the shopping goods or from 
convenience goods. 


EFFECTS OF INJECTING “LOCAL COLOR” 
INTO ADVERTISEMENTS 


HERBERT KAY AND DAN E. CLARK II 


Are people more likely to notice and remember advertisements if people or things 
from the readers’ own geographic area are featured? The authors found an answer to 
this question by figuratively moving the psychological laboratory into the field. They 
found that what may attract readers to an editorial item may not attract them to an 


advertisement. 


EADERSHIP studies have shown that local 
R news stories tend to get higher reader- 
ship scores than do items with out-of-town 


datelines. Is this also true of advertise- 


ments, or are the principles of attention 
and retention which govern the readership 
of advertisements somewhat different from 
those of editorial items? If so, advertisers 


e@ About the Authors. Dr. Kay is an independent 
research consultant with a background in both 
motivational and conventional consumer research. 
Currently he is aiding the industrial design firm 
of Walter Landor & Associates, San Francisco, in 
the development of more effective packaging-re- 
search methods. He was formerly with the Adver- 
tising Research Foundation and the Institute for 
Motivational Research, New York. Later he was 


Technical Director of Dan E. Clark Il & Associates, 
and with Mr. Clark developed the annual “Top 
Ten Brands” consumer-pref. rence surveys conducted 
nationally. 

Mr. Clark has headed his own research agency in 
Portland, Oregon, since 1939, except for research 
work with the U. S. Navy and later as a staff mem- 
ber of Stanford University. Dan E. Clark II & As- 
sociates has several offices throughout the country. 
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who currently are localizing their adver- 
tising copy will be able to make substantial 
savings by running the same advertisement 
in many different newspapers throughout 
the country. 

A field study conducted by the authors 
revealed that localization did not improve 
either aided or unaided recall of the adver- 
tisements which were tested. 


THE RESEARCH METHOD 


The evidence was obtained by means of 
a field experiment, a technique in which 
the systematic rigor of a carefully con- 
trolled laboratory experiment is applied to 
the study of behavior in a real-life setting. 

Under the research firm’s direction, the 
client’s advertising agency created and had 
printed three “editions” of an original, 
four-page experimental newspaper. The 
three editions were identical with respect 
to every detail of format and editorial con- 
tent. All except two of the advertisements 
also were identical from edition to edition. 

One ad—“SCHOOL”’—featured a cut of 
a modern schooi building, and the limited 
text dealt with the contribution of the re- 
search firm’s client to the construction of 
this school. The other ad—“EXECUTIVE” 
—featured an “action” shot of a business 
executive, and the text was more of a direct 
sell. The two ads differed in size and in 
page location. However, both contained 
banner headlines. It was primarily through 
these headlines, and to a lesser extent 
through the texts, that the “locales’—that 
is, the location of the school, and the city- 
of-residence of the executive—were varied. 
It is important to note that the locales were 
changed only verbally. 

Aside from this, each of the two ads re- 
mained virtually identical from edition to 
edition. The photo, layout, size, and page 
location of each ad were the same in all 
three editions. In order to vary the locale, 
it was necessary to make slight changes in 
the size of type used for the headline, and 
variations of three or four words in the 
lengths of the texts. But these uncontrolla- 
ble variations were almost imperceptible 
even to those who knew that changes had 


been made in the ads. Therefore, it seems 
a safe assumption that these variations did 
not affect the findings. 

In Edition #1, the locale mentioned in 
both of the experimental ads was “Spo- 
kane,” the city where the interviews were 
obtained. (For example, the headline of 
one ad read: “You and I Helped Build 
This Spokane School.) In Edition #2, the 
locale was “Washington State.” In Edition 
#3, no mention of a locale was made in 
either of the two experimental ads. 

The sample of respondents was drawn 
by an area-probability method. A 10 per 
cent sample of occupied blocks (in the form 
of three-block clusters) was selected by 
means of a random-number table; and 
households within these clusters were des- 
ignated by a random method. 

A total of 600 interviews was obtained. 
Each interviewer rotated the three editions 
of the newspaper, so that approximately 
one-third of the interviews was obtained 
with each edition from all sectors of the 
city. 

Interviewers told respondents that a 
group of civic, business, and cultural lead- 
ers was thinking of publishing a small 
newspaper promoting the West for the 
benefit of all; before publishing more is- 
sues, these leaders wanted to find out what 
people thought of this newspaper. 

The respondent then was asked to look 
through a copy “as you normally would 
read your daily newspaper. Stop and read 
or look at whatever interests you, and skip 
what doesn’t interest you. ...” The re- 
spondent was allowed five minutes to read, 
before being interviewed. 

The presence of the interviewer during 
the reading period insured not only that 
the respondents actually did examine the 
paper but that all of them read it at com- 
parable times of the day, and in a more 
similar frame of mind. The time limit on 
the reading resulted in nearly equal ex- 
posure to the newspaper. 

To determine whether the experimental 
advertisements localized to Spokane were 
more effective with the Spokane respond- 
ents than were the other two versions of 
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these ads, three different types of data were 
obtained: (1) unaided recall; (2) recogni- 


tion (“readership”); (3) probings of reading 
motivations. 


THE FINDINGS 


(1) Unaided Recall. The three versions 
of each experimental ad were about equally 
well remembered. Differences from one edi- 
tion to the next for either experimental ad 
were no greater than for ads which re- 
mained identical in every respect from edi- 
tion to edition. 

(2) Recognition. The readership scores 
supported the unaided recall findings. 

To provide a more precise check on the 
conclusion that localization did not im- 
prove readership, the differences among 
the three versions of one experimental ad— 
“SCHOOL’’—were tested for statistical sig- 
nificance by the Chi Square technique. 

The statistical test revealed that the 
slight differences among the three versions 
in all likelihood are due to normal sam- 
pling fluctuations rather than to inherent 
differences in the effectiveness of the three 
versions. Specifically, the differences are so 
small that the statistical chances are greater 
than 70 in 100 that these differences are due 
merely to normal sampling errors.’ It is 
conventional (and reasonable) to require 
differences to be so large that the chances 
of their arising just from sampling error 
are no greater than 5 in 100. Thus, the 


= 3.71, df = 6, p>.7o. 


odds overwhelmingly favor the conclusion 
that localization did not improve reader- 
ship. 

(3) Analysis of Reading Motivations. 
The major conclusion drawn from the mo- 
tivation probings is that a person’s reading 
of the experimental advertisements was 
guided chiefly by the subject-matter, not by 
the geographic locale. It is true that a few 
individuals reported reading an ad because 
it centered about Spokane, or not reading 
an ad because it was not about Spokane. 


But this did not appear to be an important 
factor. 


CONCLUSION 

Apparently, then, while the geographic 
locale of a news event is important to the 
average reader, the geographic locale of 
the person or thing featured in an adver- 
tisement is of much less importance than 
the subject matter. Succinctly, it is the 
what, not the where, which counts. 

However, further research should be 
done to confirm and extend the findings 
from this study. It would be desirable to 
survey in other cities with different ads, 
and perhaps using other impact-measuring 
techniques. It might also be desirable to use 
a different system of varying the locales; 
for example, instead of progressively less 
specific locales (Spokane-Washington State- 
no locale mentioned) the locales could be 
progressively farther away from the survey 
city (Spokane-Seattle-Minneapolis). 


ANNOUNCEMENT OF ALPHA KAPPA PSI 
FOUNDATION AWARD 


yam A. BAYTON was voted the 1958 Alpha 
Kappa Psi Foundation Award for his 
article, “Motivation, Cognition, Learning— 


Basic Factors in Consumer Behavior,” 
which appeared in the January, 1958, issue 
of THE JOURNAL OF MARKETING (pages 282- 
289). 

Dr. Bayton is Professor of Psychology at 


Howard University, Washington, D. C., and 
is Projects Manager with National Analysts, 
Inc., of Philadelphia. 

The Alpha Kappa Psi Award of $100 is 
given to the author of the article appearing 
in THE JOURNAL during the previous year 
adjudged as most worth-while by THE 
JOURNAL’s Editorial Board. 
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SALESMEN IN CONFLICT: A CHALLENGE TO 
MARKETING 


HERBERT E. KRUGMAN 


This study of insurance underwriters highlights a paradox facing these highly-trained 
salesmen. They want to be popular and well respected, but their success in selling rests in 
part on the need to intrude upon the privacy of others. 


ERSONNEL research specialists find the 

prediction of success in selling to be 
especially difficult. “. . . The difficulty en- 
countered in devising improved selection 
technique for saleswork is probably not 
equaled in any other group of occupa- 
tions.””! 

After analyzing the records of 1,389 
salesmen, one writer says: “Sales work is 
indeterminate.” “Who knows the right way 
to sell? Some men sell by inflating the prod- 
uct; some by kidding it; some sell by being 
humorists; some by being earnest; some by 
being aggressive; some by being yes-men. 
Whatever works is the right way.’ 

To this indeterminate quality of selling, 
the same writer attributes two widely rec- 
ognized characteristics of salesmen: insta- 
bility on the job (that is, high turnover) 
and monetary orientation. His analysis, 
based on characteristics of the occupation, 
helps to explain the difficulties encountered 
in devising improved selection techniques 
for saleswork. However, examination of 
the characteristics of the occupation from a 
somewhat different perspective can provide 

‘Earl A. Cleveland, “Sales Personnel Research, 
1935-1945: A Review,” Personnel Psychology, Vol. 
1 (Summer, 1948), pp. 211-255. 

*Raymond W. Mack, “Who Is the Salesman?” 
The Marketing Revolution, Proceedings of the 37th 
National Conference of the American Marketing 
Association, Roosevelt Hotel, New York (December 
27-29, 1955), pp- 8-14. 


e@ About the Author. Dr. Krugman is manager of 
the consumer research division of Richardson, Bel- 
lows, Henry & Co., Inc., New York City. His Ph.D. 
in Sociology is from Columbia University, where he 
is also a lecturer in the Department of Psychology. 
In recent years Dr. Krugman has conducted a 
number of studies in the field of insurance selling. 


additional leads for devising improved se- 
lection devices. 

Consider the essential and unique func- 
tion provided by the mobile salesman. It 
is not to deliver the product; the mails can 
do that. It is not to describe, explain, dem- 
onstrate or praise the product; mass media 
can do those things. What the mobile sales- 
man alone can do is deliberately to in- 
trude upon the privacy of the prospect. 

However, deliberate intrusion upon pri- 
vacy is not “nice” in the United States. 
And being told to “mind one’s own busi- 
ness” brings quick guilt and shame to the 
indirectly “nosey” individual. 

If this is the essential characteristic of 
mobile selling, then the occupation con- 
tains built-in conflicts about the means or 
technologies of selling which are available 
to achieve the sale. Furthermore, in at least 
the present study of insurance salesmen, 
these conflicts help to explain instability in 
the job or high turnover, and little com- 
mitment to the job, or lack of pride in 
one’s skill. 


DESCRIPTION OF THE STUDY 


An insurance company with annual sales 
of half a billion dollars employs a national 
sales force of approximately 1,,00 under- 
writers, about a third of whom are full 
time and represent only the company in 
question. These underwriters, who pri- 
marily sell personal life insurance, are the 
subjects of the study. 

The underwriters are typically recruited 
in their late twenties. They receive an av- 
erage of about twenty hours of training be- 
fore being hired, and then eight days of of- 
fice training before first going into the 
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field. Training facilities in the form of 
manuals, meetings, short regional courses, 
and periodic national schools are available; 
and, of those who have been in the busi- 
ness two or more years, 10 per cent have 
acquired advanced training leading to the 
much, respected C.L.U. diploma (Certified 
Life Underwriter), while the balance di- 
vide evenly in their expressed intentions to 
acquire or not acquire this “professional” 
standing. All of the underwriters are li- 
censed, on a fee basis, by the state in which 
they reside. 

Most of the underwriters work out of 
their homes, although the more productive 
ones are rewarded with office space in the 
local branch office of the company, or by 
being provided with some funds to help to 
meet the expense of maintaining an office 
of their own in their local communities. 
About half have at some time felt like leav- 
ing the business; and these feelings, which 
coincide with historical records of actual 
turnover, are likely to occur most often 
within the first six months, and also during 
the second year, or after five years in the 
business. 

The data were collected in two ways. 
Forty personal interviews were made, twenty 
with “successful” underwriters, and twenty 
with underwriters who were doing poorly 
or “on the verge of failure.” These inter- 
views were collected during 1955 1m three 
branch offices, in the Northeast, Midwesi, 
and Deep South. Questionnaires were 
mailed during 1956 to the homes of all of 
the underwriters and to the branch man- 
agers; 67 per cent of these were returned. 


FINDINGS 
Instability in the Job 


When asked to write in at the end of the 
questionnaire what was their “greatest 
early obstacle to success,” three major ob- 
stacles were reported: poor territories, poor 
work habits, and fear of making contacts. 

In personal interviews it was poor work 
habits, and especially fear of making con- 
tacts which differentiated sharply between 
the more and less successful. For example: 


“The most general problem is ‘hot door knobs,’ 
a fear of ‘No’s.’ It keeps us from calling on 
people.” 

“I don’t get referred leads. Even friends ‘can't 
think of anyone’ when I ask. Or else they say, 
‘Don’t tell him I sent you.’ 

“I spend too much time trying to find reasons 
Not to see people.” 


It should be noted that fear of making 
contacts has a highly detrimental effect on 
work habits, and that these two obstacles 
may perhaps be seen as one. The immedi- 
ate consequence of these obstacles is for the 
underwriter to lose his enthusiasm for the 
vaunted “freedom of the job” and to wish 
for dependence on the branch manager in- 
stead. For example: 


“I tried to get Jim to come down for a few days 
and lead me by the hand, to show me what to 
do and what not to do.” 


A somewhat similar pattern was found 
in another insurance company: “As insur- 
ance salesmen these men would like to be 
successful, and as human beings they would 


like to be accepted. Yet according to the 
analysis, the traits which make for success 
as an insurance salesman preclude accept- 
ance as a friend!’’ 


Lack of Commitment to the Job 


When questioned about their motiva- 
tions, most underwriters checked money 
(36 per cent) or prestige (34 per cent) as 
predominant. When asked to write in what 
they liked best about the insurance busi- 
ness, freedom was the only common re- 
sponse (52 per cent). When questioned 
about the reason for their success, hard 
work was the only item commonly checked 
(48 per cent). The atmosphere of the job 
then seems to consist of money; prestige, 
freedom, and hard work. 

On the other hand, although hard work 
is the secret of success in the eyes of the 
more and less successful underwriters alike, 
the facts suggest otherwise. For example, 
the questionnaire included not only data 

*L. G. Wispe, “A Sociometric Analysis of Con- 
flicting Role-Expectancies,” American Journal of 
Sociology, Vol. 61 (September, 1955), pp. 134-137- 


THE FORUM 


61 


on the respondents’ 1955 earnings (from 
commissions on sales), but data on the 
number of phone, sight, and interview con- 
tacts with prospects in an average week, as 
well as the number of evenings worked. 
Thus, when the group is divided into high 
and low earners, that is, those whose com- 
missions on policies initially sold during 
the past year were more or less than five 
thousand dollars, the following results are 
obtained: 


Weekly Averages 


Low 
(N = 155) 


18.5 
13.2 


High 
(N = 165) 


Contacts seen only 

Contacts phoned only 
Seen and phoned 19.3 
Number of interviews é 17.0 
Evenings worked 3.0 


Apparently hard work is not the secret 
of success, although efficiency may be. That 
is, the high producers worked less than the 
low producers but were perhaps more efh- 
cient in that they used the telephone more 
often to screen out the poor and unlikely 
prospects. 

Working hard is a culturally accepted 
virtue. This seems to be significant in view 
of another such virtue in the picture; that 
is, when asked what kind of underwriter 
people prefer to deal with, the great ma- 
jority of underwriters (73 per cent) check 
honesty. What seems most significant is 
that, in response to this question and to 


the question on reasons for success there 
was no appreciable reference to “personal- 
ity,” popularity, persuasiveness, or any so- 
cial skills or characteristics usually associ- 
ated with the stereotyped image of the 
salesman. 

These insurance salesmen want to be 
proud of their personal virtues rather than 
their interpersonal skills, not because they 
lack such skills or training in them, but be- 
cause manipulation of people is just too 
much more than they can accept into a self- 
image already burdened by the guilt of in- 
truding into personal privacies. 


CONCLUSIONS 


Selling may be an indeterminate occupa- 
tion which produces little commitment to 
the job. However, the present data suggest 
that, among one group of well trained in- 
surance salesmen, the major obstacle to 
commitment and job pride was anxiety 
over intrusion on prospect privacy. Per- 
haps indeterminateness is the curse of the 
less trained and more stationary selling, 
and intrusion the curse of the more skilled. 

In insurance selling two applications are 
possible: the development of psychological 
tests which will separate candidates into 
those who would and would not be upset 
by intruding upon the privacy of others; 
the redesign of the sales job so that the 
selling of more specialized products to 
more specialized groups of prospects im- 
proves the ability to predict prospect re- 
sponse. 
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A SIMPLE SEASONAL PATTERN 


THOMAS T. SEMON 


The process described here is a practical alternative to the traditional moving-average 
method for determining seasonal patterns. The illustration given demonstrates advan- 
tages in simplified computation, and flexibility of application in short-term forecasting. 


N an effort to avoid piling up excessive 
I inventories of finished goods, a manu- 
facturer of household textile goods asked 
for a month-by-month sales forecast. In 
connection with this work a simplified pro- 
cedure for determining seasonal pattern 
was devised. 

Seasonal patterns are usually computed 
by the cumbersome method of per cent of 
moving average. In a statistical series that 
does not exhibit strong, consistent trends, 
any regular pattern in terms of proportions 
will also be regular in terms of amounts or 
differences from month to month, measured 
in dollars or units. Even when there is a 
consistent trend, such absolute differences 
may form a more regular pattern than per- 
centages in some cases. 

For the product under study, month-to- 
month sales fluctuations averaged over sev- 
eral years yielded the pattern of link differ- 
ences shown in the first column below: 


CHANGE FROM Previous MONTH 
(Hundreds) 


for trend 


115 
3 


Unadjusted 


January 
February 
March 
April 

May 

June 

July 
August 
September 
October 
November 
December 


| 


Total 


e@ About the Author. Thomas T. Semon received 
his basic research training at Columbia University’s 
Office of Radio Research. He has been on the staff 
of Stewart, Dougall & Associates, Inc., since 1946, as 
a technical research consultant. Mr. Semon is Vice- 
Chairman of the Marketing Research Techniques 
Committee of the American Marketing Association. 


The unadjusted averages did not add to 
zero, and hence reflected some trend; they 
were adjusted proportionately,’ so that the 
second column above is trendless—it ends 
up exactly where it started at the end of the 
previous year. This yields a pure seasonal 
pattern, entirely independent of trend or 
cyclical influences. 

Since the chain of monthly differences is 
based on a one-month starting datum, un- 
usual sales in that month can_ seriously 
prejudice the entire projection. Therefore, 
a “normalized” figure is needed for that 
pivotal month. In making an estimate for 
1955, that month is December, 195.4. 

Normalized sales for December, 1954, 
are obtained by hindsight. Knowing the 
1954 total sales and the 1953 sales, and as- 
suming that the seasonal pattern was fol- 
lowed perfectly in 1954, and the trend from 
1953 Was a straight line, what should De- 
cember, 1954, sales have been? 

Total sales for a given year may be con- 
sidered to equal twelve times the sales of 
the preceding December, plus twelve times 
the January seasonal change, plus eleven 
times the February seasonal change, plus 
ten times the March seasonal change, etc., 
through December, plus the effect of trend. 
If the January seasonal change is called c,, 
the February change c., etc., the cumula- 
tion of these changes for a full year is 


(13 — ijc,; for the pattern shown, R = + 560 


Thus, if the seasonal pattern had applied 


* The excess of 28 was distributed and subtracted 
in proportion to the absolute size of the change. 
Total absolute change was 688; so, January was re- 

duced by aes x 28, or 4.5 (rounded to 5). There are 


other methods of removing trend, such as — ad- 
t 


justment of each month by —28/12. The resu 
differ only slightly. 


s will 


62 
—110 
+ 3 
: + 53 51 
+ 73 70 
+ 70 67 
+ 5§ 5 
— 30 31 
+100 96 
+ 54 52 
— 12 13 12 
— 79 R= 
— 99 —103 isa 
+ 28 0 
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perfectly throughout 1954, without trend, 
December, 1953, sales could have been ex- 


A-—R 
pected to equal . Here A stands for 


1954 Sales. Then, if the trend from 1953 to 
1954 Was a straight line throughout the 
year, the trend change from December, 

A-Z 
1953, to December, 1954, would be > 


12 


Here Z represents 1953 sales; consequently, 
a normalized figure for December, 1954, is 


(A—R) | 2A-R-Z 


Me 12 12 12 


To combine the seasonal pattern with 
the appropriate trend data, a constant fac- 
tor (k) is computed that is merely added to 
the estimate each month. The effect of such 
a factor is cumulative over the year—its ad- 
dition in January is reflected in each suc- 
ceeding month, and so for the February 
addition and all other months—so that this 
constant factor appears in the year’s total 

12 
_= j= 78 times. 

The sales for 1955 (F) can be expressed 
in the same manner as were the sales for 
1954 above: twelve times the preceding 
(normalized) month, plus the cumulation 
of the seasonal change pattern (R), plus the 
trend effect (in this case, 78 k): 


—-R-Z 
= 12 = R + 78k 


which resolves to 


F-—2A+Z 
(2 
) = 


These formulae were applied to the data 


A (1954 sales) 4.346 
Z (1953 Sales) 4.284 
F (forecast 1955 sales) 4,056 


to obtain 


M = 320.67 
k 


and the month-by-month forecast for 1955 
was made as follows, using 320.67 instead of 
actual December sales: 


Trend 


Previous Normal  adjust- 
month 


19055 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 


Total 4,056 


This method can often be used to pro- 
duce results as useful as those obtained by 
the usual moving-average analysis. It is 
worth trying particularly in series whose 
seasonal pattern appears to be irregular, or 
series marked by ups and downs rather 
than a consistent long-term trend. In ob- 
taining the month-to-month change pattern, 
observations that clearly reflect an unusual 
or non-recurring condition can and should 
be disregarded. This has the advantage of 
permitting extension to the end of the 
period forecast, rather than stopping six 
months short as is usual with moving- 
average seasonals. Also, the computation is 
somewhat less laborious. 

In determining the normal seasonal pat- 
tern of monthly changes, it is advisable not 
to be too dependent on the average; modal 
values and medians will often produce 
more sensible results than arithmetic 
means. 


63 
320.67 —1iS —451 201 
201. + 200 
200. +Si 246 
246. + 312 
312. +67 —451 374 
339. +99 —4.51 431 
431. —451 478 
460. —651 374 
374. —103 —4.51 266 
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A RECENT EXAMPLE OF THE 
“REGRESSION” FALLACY 


ROBERT C. BROOKS, JR. 


Further analysis of drug-store operating ratios casts considerable doubt on the alleged 


tendency toward mediocrity. 


HE recent article, “Mediocrity versus 

Chance in Drug-Store Operating Ra- 
tios,”"! affords an excellent example of the 
“regression” fallacy. In fact, the book by 
Horace Secrist,? which is the base for much 
of the article, has itself been used by Wallis 
and Roberts* as an illustration of this 
fallacy. 

To answer the question posed in the title 
of the article, “Mediocrity versus Chance,” 
the best evidence available (from the data 
presented) is found in comparing the 
average values of the lowest and highest 
quartiles for each of the years covered by 
the data. If there is a tendency toward 
mediocrity, the averages for the lowest 
quartiles should rise through the years 
covered, while the averages for the highest 


* Frank M. Bass, THE JOURNAL OF MARKETING, Vol. 
22 (January, 1958), pp. 307-312. 

* Horace Secrist, The Triumph of Mediocrity 
(Chicago: Northwestern University Bureau of Busi- 
ness Research, 1933). 

*W. Allen Wallis and Harry V. Roberts, Statis- 
tics: A New Approach (Glencoe, Illinois: The Free 
Press, 1956), p. 258. Also see Harold Hotelling, re- 
view of Horace Secrist, The Triumph of Medioc- 
rity, Journal of the American Statistical Association, 
Vol. 28 (December, 1933), pp. 463-465. 


e@ About the Author. The author has been Assist- 
ant Professor of Marketing at the University of 
Georgia since 1954. Prior to this, he was 2 Market 
Analyst with the Reynolds Metals Company for two 
and one-half years. Professor Brooks received his 
M.B.A. from the School of Business of the Univer- 
sity of Chicago in 1951. 


quartiles should fall through the years 
covered. These averages, taken from the 
article,* are presented in Table 1. 


TABLE 1 
AVERAGE VALUES OF LOWEST AND HIGHEST QUARTILES 
FOR PERCENTAGE GROSS MARGIN AND PERCENTAGE 
EXPENSE FOR 1948-1952 


Year Lowest Quartile Highest Quartile 


Percentage Gross Margin 


27.02 41.01 
28.03 41.52 
27.45 39.45 
27.82 39.47 
28.25 41.03 


Percentage Expense 


10.49 
11.22 
10.93 
11.06 
11.27 


1948 
1949 
1950 
1951 
1952 


1948 
1949 
1950 
1951 
1952 


Since these averages show no tendency 
toward mediocrity, we would reject the 
hypothesis on which the bulk of Bass’s 
article is based. But we would also reject 
the idea that the pattern of variation re- 
ported by Bass is due to “chance.” Rather, 
as suggested by Ferber® and explained in 
detail by Wallis and Roberts,® this pattern 
is to be expected. 


* Bass, same citation as footnote 1, Table 1, p- 
309. 
* Bass, same citation, p. 311. 

* Wallis and Roberts, same citation as footnote 3, 
pp- 258-263. 


| 
23.52 _@. 
24.40 
24.77 
24.44 


Harry R. Tospat has pioneered in 
D developing the area of sales manage- 
ment, and personifies this field to the many 
students and business executives who have 
known him and his work. His concept of 
sales management has been consistently 
broad, embracing product planning, distri- 
bution and pricing policy, development of 
selling and advertising programs, organiza- 
tion and management of salesmen, and con- 
trol of sales operations. This is essentially 
the range of activities included in the 
“marketing manager” concept which is now 
attracting widespread attention. 

As was true of some other early workers 
in marketing, his academic training and 
initial interest was in economics. With an 
S.B. degree from St. Olaf College, Minne- 
sota, in 1909 (Hon. LL.D., 1940), he re- 
ceived his Ph.D. in Economics from Har- 
vard in 1915 after study abroad at the Uni- 
versities of Leipzig and Berlin. Cartels in 
the German iron and potash industries 
were the subject of his doctoral dissertation, 
and articles on this topic as well as price 
maintenance and open-price associations 
appeared in the Quarterly Journal of Eco- 
nomics and American Economic Review be- 
tween 1914 and 1919. 

Dr. Tosdal taught for a year in the 
Economics Department at Massachusetts 
Institute of Technology, and then at Boston 
University for three years, during which 


* Regarding PIONEERS IN MARKETING. In 
order to pay tribute to the men who have been 
leaders in the field of marketing, some years ago 
the American Marketing Association established a 
Committee on Biographies to run a series of state- 
ments on the pioneers in the field. In this series the 
Association honors the distinguished men of the 
past, and those of the present who are approaching 
retirement, who have contributed in an outstand- 
ing way to the thought and development of mar- 
keting. 

Wroe Alderson 
Albert W. Frey 
E. T. Grether 


Fred M. Jones 
Franklin Lynip 
John E. Jeuck 


Perry Bliss, Chairman of Committee on Biographies 


PIONEERS IN MARKETING 


HARRY R. TOSDAL 


time he became head of the Economics De- 
partment. He joined the staff of the Har- 
vard Business School in 1920 as Assistant 
Professor and Director of Student Research, 
and was appointed Professor of Marketing 
in 1922. After becoming Professor Emeritus 
in 1956 he taught another year at Harvard 
before retiring. 

In developing the field of sales manage- 
ment Dr. Tosdal published Problems in 
Sales Management in 1921, which was re- 
vised several times in subsequent years. 
This was followed in 1922 by a case book 
on problems in export sales management. 
Although he did no further writing in the 
export field, it was one of continuing inter- 
est to him. A third book, Principles of 
Personal Selling, published in 1925, was the 
first scholarly effort to seek out and describe 
principles involved in personal salesman- 
ship and the management of salesmen. The 
first edition of Introduction to Sales Man- 
agement, a combination of text and cases, 
appeared in 1933, and the most recent edi- 
tion in 1957. 

One of Dr. Tosdal’s particular interests 
is that of compensation plans for salesmen. 
This interest led to an intensive study of 
compensation plans, published in two 
volumes in 1953 by the Harvard University 
Division of Research. 

Another interest relates to the study of 
consumer demand and its application to 
the marketing problems of the firm. An 
analysis of consumer demand appeared in 
1938 as a chapter in Business and Modern 
Society, as well as articles on the topic in 
the Harvard Business Review and THE 
JOURNAL OF MARKETING in the following 
year. 

Perhaps his keenest interest, however, re- 
lates to the widespread lack of understand- 
ing of the contribution made by the selling 
function to our economic system. He feels 
that this lack of understanding is in large 
measure responsible for the critical atti- 
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tudes toward selling and marketing in gen- 
eral. These attitudes, in turn, discourage 
young people from entering selling and ad- 
vertising as a career, and deny to many of 
those working in the field the fullest meas- 
ure of emotional satisfaction with their con- 
tribution. His deep-seated desire to im- 
prove this situation resulted in the publica- 
tion last year of a book entitled Selling in 
Our Economy—An Economic and Social 
Analysis of Selling and Advertising. 

Other publications include a section in 
Case Method of Instruction, edited by Cecil 
Fraser in 1931; chapters in Marketing by 
Manufacturers, edited by C. F. Phillips in 
1946; What Salesmen Think of Sales Man- 
agers (with Ross M. Cunningham), Boston 
Sales Managers Club, 1940; and many 
articles in various professional journals. 

Dr. Tosdal has always been very active in 
editorial work. He was chairman of the 
Faculty Committee at the Harvard Business 
School which recommended the initiation 
of the Harvard Business Review in 1922, 
and was its faculty editor from that time 
through the year 1939. He was also on the 
editorial board of THE JOURNAL OF MARKET- 
ING from 1937 to 1939. He has an unusually 
comprehensive and intimate knowledge of 
existing literature, not only in marketing 
but in many other areas related to market- 
ing. 

In the field of executive development he 
taught advanced-management courses at the 
Harvard Business School for mature execu- 
tives from 1928 to 1937, and from 1944 to 
1957- In 1955 he participated in an ad- 
vanced-management course in Hawaii for 
business executives drawn from the main- 
land islands, Australia, and the Far East, 
and was in charge of this program in 1956. 
During the current year he is participating 
in the first year of a new school in Switzer- 
land for experienced business executives, 
known as Imede (Institut pour l’Etude des 
Méthodes de !'Entreprise). This school in 


Lausanne has an affiliation with the Uni- 
versity of Lausanne. 

Among his business activities, he is Chair- 
man of the Board of Directors of a whole- 
sale appliance distributor, and has been a 
consultant to such companies as General 
Electric, Remington Rand, Gulf Oil, and 
Whiting Corporation. He was a Director of 
the Publix Shirt Company from 1944 to 
1952- 

In the professional-association field, Dr. 
Tosdal was President of the National Asso- 
ciation of Marketing Teachers in 1935, and 
later was a Director of the American Mar- 
keting Association. Throughout his career 
he has been very active in the National 
Sales Executives Association and particu- 
larly the Boston club. He was President of 
the Boston Sales Managers Club from 1932 
to 1934. 

Dr. Tosdal has an orderly and analytical 
approach to the complex problems of mar- 
keting, coupled with an unusual under- 
standing of the human problems in_busi- 
ness organizations. His dry sense of humor 
enlivens many a classroom session and con- 
ference with faculty and business associates. 
His insistence on defining “the job to be 
done” has helped many to clarify their 
thinking on the inevitably complicated 
topic of suitable organization structures for 
marketing operations. He has always been 
active in faculty affairs at the Harvard 
Business School, and is widely respected by 
his colleagues for his effectiveness in the 
many educational programs developed at 
the school. 

Those who have had the good fortune to 
be closely associated with him, as was the 
author for his first four working years as 
research assistant and instructor, know of 
his deep interest in encouraging and assist- 
ing the developmeat of younger people. 


Ross M. CUNNINGHAM 
School of Industrial Management 
Massachusetts Institute of Technology 
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NEW HORIZONS FOR INDUSTRIAL MARKETING RESEARCH 


RICHARD C. CHRISTIAN 


rege in industrial marketing still lags be- 
hind consumer marketing research. Yet 
there are hopeful signs that industrial manufac- 
turers are doing something about it. Each year 
an increasing number of industrial firms are 
setting up marketing research departments. And 
each succeeding year industrial research tech- 
niques and methodology are improved and en- 
larged upon. 

Since the end of World War II, when indus- 
trial marketing research got its first real impe- 
tus, the industrial researcher has been conquer- 
ing more and more horizons. While much 
research still goes undone, many signs indicate 
that industry is awakening to the marketing 
challenges and horizons it faces. In many pro- 
gressive, modern industrial companies today, 
marketing research departments are daily tack- 
ling the problems of analyzing markets, fore- 
casting sales and market potentials, helping to 
develop new products and new markets, and 
measuring sales performance by salesmen and 
territories. 

It is this same relatively small group of so- 
phisticated industrial marketing technicians 
who are also facing up to still other new hori- 
zons and marketing challenges. Here are two of 
the most important. 


1. Research as the Indispensable Catalyst in the 
Total Marketing Concept 


Much has been said about the “total mar- 
keting concept,” which can be compared to put- 
ting the marketing operations in the driver's 
seat and steering the company always toward 
customer needs and desires. In its adoption of 
the marketing concept, a firm is actually intro- 
ducing into the operation a broad but funda- 
mental business philosophy. As Fred J. Borch, 
Vice President of Marketing Services of the 
General Electric Company, says: “Fundamental 
to this philosophy is the recognition and accept- 
ance of a customer-oriented way of doing busi- 
ness. Under marketing, the customer becomes 
the fulcrum, the pivot point about which the 
business moves in operating for the balanced 
best interests of all concerned.” 

Thus, as marketing permeates all areas of 
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business, integration and co-ordination of all 
business functions become paramount. Manu- 
facturing, engineering, product research, and 
finance all operate within a different frame- 
work, characterized by the theory that “what is 
good for the customer is also good for the com- 
pany.” It means more realistic, better-balanced 
decision-making. All planning functions, execu- 
tion of the selling efforts, and evaluation of the 
marketing results are conducted within the 
framework of the total marketing concept. 

Under such an operating philosophy, the 
manufacturer often must shift, abolish, change, 
and adopt a wide variety of business methods 
and functions. During this process of evolu- 
tion and change, marketing research can con- 
quer new horizons. In this situation research can 
establish itself as the indispensable catalyst in’ 
the total marketing concept. 

As the industrial organization evolves into a 
truly customer-oriented business, the problems 
of functional integration and co-ordination are 
acute. And the need for marketing education 
and training at all levels is ever present. What 
better opportunity could exist for marketing re- 
search than to take the lead in tackling these 
problem areas? In fact getting and problem 
solving, marketing research is constantly work- 
ing with almost every department of the total 
business. Researchers can be and should be ac- 
climated to the individual objectives, problems, 
and activities of each function in the company. 
Thus armed, they are best equipped to spear- 
head and execute many of the things necessary 
to sound integration and co-ordination. 

Because its main assignment is usually the 
gathering, analyzing and interpretation of facts, 
figures, and opinions, the research department 
is also almost an inherent marketing “communi- 
cations center” of the company. By gaining and 
establishing such recognition, the marketing re- 
search operation will be the natural source to 
which all other executives will look in their 
search for marketing facts and forecasts. Proba- 
bly no other department is so ideally suited to 
be the indispensable catalyst in the total mar- 
keting concept. 
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“ 2. Research as a “Built-In” Professional Man- 
agement Consultant 


With the widespread acceptance of the mar- 
keting concept and other fast changing eco- 
nomic trends and developments, the horizons 
for expansion of research department services 
broaden dramatically. Today's business climate 
offers the alert industrial researcher practically 
unlimited opportunities to diversify his contri- 
butions to his company. A few research depart- 
ments have so broadened their services that they 
have earned the recognition as “built-in” pro- 
fessional consultants to management. 

Because of this skilled, analytical approach to 
problem solving, the marketing research techni- 
cian is often well equipped to practice his art in 
functions other than marketing. By providing 
management with facts, the research man not 
only up-grades himself and his department, but 
also makes a significant contribution to the effi- 
ciency of the firm. 

Typical examples of research projects some- 
what outside the realm of marketing are these: 


° ....amalyses of companies under considera- 
tion for possible purchase or merger 


...manpower development studies to deter- 
mine short-range and long-range person- 
nel needs in specific functions of the or- 
ganization 

....analysis of new plant locations 
....review and evaluation of transportation 
and traffic department operations 


...study of the value analysis concept (in 
conjunction with purchasing department) 
to determine applicability to company 
operations and policies 

. analysis of operations research for suita- 
bility and adoption by individual de- 
partments 

...Study and research of integrated data 
processing and other automated com- 
munication techniques and systems as 
they might be applied to sales record 
keeping 


When the industrial marketing researcher be- 
gins to supply his management with informa- 
tion and recommendations on such subjects as 
these, he will be well on his way to earning the 
status of a true “built-in” management con- 
sultant. 
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1. ADVERTISING 


1.1 Are “Subliminal” Commercials Bad? Ross Wil- 
helm, Michigan Business Review, January, 
1958, pp. 26-29. [R.1.c.] 

After preliminary discussion of the use of 
sublimal perception method in advertising, the 
thor concludes that most of the fears about 
“dangers” of this method are groundless. He 
lieves the technique is not different, in principle, 
from existing methods and provides nothing more 
than another way of attempting to persuade the 
customer to buy. He further believes that those 
who see danger in its use underestimate the human 
being and seem to assume that he is a robot or a 
pawn instead of a fairly rational and quite stubborn 
animal. 


1.2 “Subliminal” Salesmen Stalk Consumers Via 
TV, Radio and Movies. Carter Henderson, 
The Wall Street Journal, March 7, 1958, pp. 
1, 6. [R.L.C.] 

There is presented here factual information with 
respect to current developments in the use of the 
sublimal perception method in advertising. Evi- 
dently opinions are split on whether this form of 
subconscious selling pays. Nevertheless, activities in 
this area are rapidly expanding. 

Those interested in this subject would do well to 
give serious attention to this article for it brings 
together a substantial amount of currently useful 
information from many widespread sources. 


1.3 La Primera Gran Exposicion de la Publicidad 
Argentina. Adolfo Valdez, Mensaje, Decem- 

ber, 1956, p. 28. [s.j.s.] 
Private advertising interests in co-operation with 
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the Argentine government are making extensive 
preparations for the country’s first national adver- 
tising exposition. Convention proceedings are to be 
broadcast to the people through both radio and 
television, since one of the major objectives of the 
exposition is educational. 

Media advertising is relatively new in Argentina, 
and a large number of Argentinians are suspicious 
of the motives of advertisers. It is expected that this 
widely publicized exposition will contribute sub- 
stantially to the public’s understanding and ac- 
ceptance of media advertising. 


1.4 Frey Builds Case for Changes in Agency Pay. 
Printers’ Ink, February 28, 1958, pp. 1-3. 
[E.J.K.] 


Ihe article is a summary of the 425-page report 
on advertising agency client relationships entitled, 
“The Advertising Industry.” The report, prepared 
by Albert W. Frey and Kenneth Davis of Dartmouth 
College, was sponsored by the Association of Na- 
tional Advertisers. 

The complete report devotes 75 pages to agency 
services, 50 pages to working relationships, and 150 
pages to agency compensation. Most interest about 
the report centered on the 15 per cent method of 
agency compensation. The report calls for a more 
“realistic” approach to agency compensation by 
having each client and agency explore the whole 
question of agency compensation. Due to the wide 
range of services rendered by agencies to clients, a 
universal compensation method is difficult to accept. 
Rather, each client and agency must work out the 
arrangement best suited to the particular situation. 


1.5 Gearing Advertising to Profits. 
Gould, Tide, December 13, 
[w.s.P.] 


Douglas P. 
1957+ PP- 55-59- 


‘The method of analysis in this article should be 
useful to all who are connected with advertising 
and sales, or with the research behind them. For 
most companies, profits seem to decline or remain 
stable while sales volume rises. 

Mr. Gould recommends that each of us constantly 
keep his eyes on the one ultimate objective of all 
advertising and selling, viz., final over-all company 
profits and return on net worth. Mr. Gould suggests 
that we do this product by product, market by 
market, distributor type by distributor type, cus- 
tomer class by customer class, and time interval by 
time interval. 

Mr. Gould is no theorist. He gives us a simple 
graphic method for this analysis. He concludes that 
many companies unknowingly spend much too 
little for the effective advertising needed to realize 
proper company objectives. 

The basic concept in this article is that each 
product, market area, and customer class has its 
own profit contribution rate. Each product, for 


instance, may contribute from —5 per cent to +50 
per cent of each sales dollar toward indirect costs 
and profits. Only when the volume of sales for a 
product passes the “break-even point,” where all 
indirect costs have been covered, does the product 
become a profitable one to promote and sell. Ad- 
vertising which merely pays its own way is waste 
motion, under this concept. 


1.6 Advertising: Its People and Problems. Super 
Market Merchandising, November, 1958, pp. 
55°82. [W.L.] 


Under the title of “Advertising: Its People and 
Problems,” Super Market Merchandising features 
ten articles covering such diverse aspects of adver- 
tising as the advertising manager, co-operative ad- 
vertising, and the most effective ads. 

Readers will be particularly interested in the 
SMM research report on the expenditure of adver- 
tising dollars by supermarkets in 1956. Results from 
a sample of 54 companies controlling 1,500 units 
are reported. 

The sample spent $13,324,800 on advertising or 
0.86 per cent of total sales. A projection of sample 
figures to estimate the population parameter results 
in an estimated advertising expenditure of $200,- 
022,565 by the industry in 1956. The money was 
allocated among the media as follows: newspapers, 
67 per cent; general promotion (door prizes, con- 
.tests, etc.), 7.5 per cent; circulars, 6.9 per cent; TV, 
6.6 per cent; radio, 4.9 per cent; display posters, 3.4 
per cent; direct mail, 3.1 per cent; and magazines, 
06 per cent. 


2. AREA ANALYSIS 


2.1 Demographic Trends in Canada. A. H. LeNevew 
and Miss Y. Kasahara, The Canadian Journal 
of Economics and Political Science, February, 
1958, pp. 9-20. [S.C.H.] 


Canadian population increased 18.6 per cent from 
1941 to 1951, and another 14.8 per cent from 1951 
to 1956 (in addition to increases in total population 
resulting from confederation of Newfoundland). 
Most of the population increase (3.4 million) was 
due to an excess of births over deaths; but 8 mil- 
lion was attributable to net immigration. However, 
the total figures result from considerable shifting 
in the population structure. In Prince Edward 
Island, Nova Scotia, New Brunswick and Saskatch- 
ewan, net emigration (including interprovincial 
migration) more than offset the natural increase. 
Quebec and Ontario had very substantial absolute 
and percentage gains; Alberta, British Columbia, 
and Yukon and the Northwest Territory had even 
greater percentage gains. Family size tended to 


increase as did the proportion of the population 
in dependent status. 
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6. COSTS AND EFFICIENCY 


6.1 Marketing Costs and Mathematical Program- 
ming. William J. Baumol and Charles H. 
Sevin, Harvard Business Review, September- 
October, 1957, pp- 53-60. [J-M.R.] 


Following a survey of distribution cost analysis 
objectives and procedures (the discussion of sep- 
arable fixed costs is particularly noteworthy), the 
authors define programming as “the mathematical 
method for analyzing and computing optimum out- 
put decisions which do not violate the limitations 
imposed by inequality side conditions.” In market- 
ing parlance, “optimum output decisions” refer to 
fixed advertising budgets or sales force, limited 
warehouse space, and so forth. 

Linear programming, because of its assumption 
that changes in sales and costs are linear, that is, 
proportional, has limited applicability in distribu- 
tion cost analysis. But the authors point out that a 
linear program will indicate the best directions of 
change if not a correct optimum. 

Readers interested in the application of mathe- 
matical analysis to marketing will find this stimulat- 
ing reading. 


7. CUSTOMER ANALYSIS 


7.1 Educational Attainment of Workers: March 
1957. Bureau of the Census, Series P-50 No. 
78, November, 1957, pp. 12, 10 cents [K.A.G.] 


When planning advertising or designing new 
products for particular groups of buyers, it becomes 
important to estimate their probable educational 
level. This report presents, for men and women, 
and totals, the numbers, percentage distributions 
and median averages by educational levels for two 
professional groups, one farm managerial group, 
two non-farm managerial groups, clerical, sales, 
foremen, operatives, two service workers groups, 
farm labor and non-farm labor. Selected data are 
also given by region, color, age, and marital status. 
Some conclusions and reasons are also given. 

During the past five years the average educational 
level of the American worker has increased by one 
year, from eleven to twelve years of schooling. Just 
prior to World War II the level was nine years. 
Younger workers average over twelve years of edu- 
cation; older workers average nearer eight or nine 
years. 

Three-fourths of all professional and technical 
workers had some college training, as contrasted 
with one-third or less in any other category. Women 
workers average a year and a half more schooling 
than men; whites average three and two-thirds 
years more schooling than non-whites. 


7.2 Why Men Buy on Impulse: A Billion Dollar 
. Printers’ Ink, February 7, 1958, 

pp- 74°76. [E.J-K.] 
Some motivation research specialists claim that 


women are losing some of their influence in buying. 
An increasing number of purchases and brand 
decisions are being made by men. World War II 
and the post-war changes in shopping habits have 
re-established “the male’s aggressive qualities and 
given him more influence in the purchases of cars, 
appliances, and food.” 

Dr. Ernest Dichter says that a man’s curiosity to 
explore new fields makes him a better customer than 
a woman, whose buying habits are not as apt to 
vary. 

It is suggested that many retailers are not taking 
full advantage of the changing role of the male 
in shopping and that American womanhood in our 
advertising is being overplayed at the expense of 
the male. 


7.3 Effects of Consumer Attitudes on Purchases. 
Eva Mueller, American Economic Review, 
December, 1957, pp- 946-965. [S.c.H.] 


An extensive test conducted by the Survey Re- 
search Center involving an initial interview and 
three reinterviews with 800 identical families to 
measure, on an individual level, (1) “To what 
extent do consumer attitudes influence spending? 
(2) How useful are data on consumer attitudes and 
buying intentions for forecasting consumer de- 
mand?” 

Data for the year June 1954—June 1955 indicate 
that, at the individual level, attitude changes are 
related to purchases. The predictive value, for in- 
dividuals and not for the economy as a whole, of 
attitude data (which necessarily cannot include 
forthcoming changes in attitude) is subject to more 
question. 

“Interpersonal comparisons are likely to be most 
successful when marked differences in attitudes and 
opinions exist. They are least likely to be successful 
when, as in the second half of 1955, (a) a consider- 
able unanimity of opinions and attitudes has been 
obtained, and (b) no substantial changes have oc- 
curred in the economic environment to disturb this 
unanimity. At such times deviations from the pre- 
vailing state of sentiment may reflect to a large 
extent personality factors, temporary personal ex- 
periences and unreliability of the data.” Further 
research is suggested to distinguish the conditions 
under which attitudinal variables do, and do not, 
contribute significantly toward an explanation of 
fluctuations in consumer spending. 


7.4 New Insight, New Progress, for Marketing. Jo- 
seph W. Newman, Harvard Business Review, 
November-December, 1957, pp. 95-102. [J.M.R.] 


Too many marketers, according to the author, do 
not consciously consider user benefits but see mar- 
keting in terms of sales gimmicks, special deals for 
intermediaries, and following the moves of com- 
petitors. He divides marketing people who have 
considered consumer wants into three groups: (1) 
those who have rejected the idea that marketing 
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should start with what people want: “make people 
want what the seller wants them to want—create 
wants”; (2) those who believe marketing should find 
out what people will accept—not why: market test- 
ing; (g) those that have tried to find out why as 
well as what: but being businessmen, have tended 
to emphasize things, institutions, and mechanisms 
rather than people, wants, satisfactions. 

The businessman's assumptions about what peo- 
ple are have derived from sales results, economics, 
marketing textbooks, lists of “buying motives,” in- 
trospection, informal study of others, marketing 
research (quantitative). These, the author claims, 
are inadequate; we must look to the behavioral 
sciences. 

Applying the theories and knowledge of the be- 
havioral sciences, marketing views buying and con- 
sumption as parts of a pattern of human behavior, 
not as isolated acts. 

Through reference to motivational research stud- 
ies, the author seeks to answer such questions as 
what is a product, a brand, an advertisement, per- 
sonal selling—in terms of the needs and feeling of 
people? 


7.5 Dandruff Is a Problem for Nearly 70% of Pop- 
ulation. Drug Trade News, February 24, 1958, 
pp. 26, 29. [D.R.] 


In the first study of its kind ever made, the 
Curtis Dandruff Treatment Council reports that 
dandruff represents an annoying grooming problem 
for about 7o per cent of the population. The 
Council is a non-profit organization formed by 
Curtis Pharmacal Company. 

The study finds that dandruff is most prevalent 
among people who live in large northern cities, such 
as New York City and Chicago—and who have re- 
sponsible jobs in tension-producing businesses. 
Farmers, especially those living in a temperate cli- 
mate, are least affected by dandruff. 


8. FINANCING 


8.1 Installment Credit Before 1870. Robert A. Lynn, 
The Business History Review, Winter 1957, 
PP- 414-424. [S.C.H.] 

Current interest in consumer installment debt 
attaches particular interest to this account of early 
credit practices. Apparently installment selling 
methods played a significant role in the introduc- 
tion and popularization of reapers, other large farm 
implements, sewing machines, .pianos, organs and 
melodeons and other furniture. 


8.2 The Growth of Installment Credit and the Fu- 
ture of Prosperity. Alain Enthoven, American 
Economic Review, December, 1957, pp- 913- 
929. [S.c.H.] 

Use of a model based upon consumer life cycle 
patterns, with heavy installment debt obligations 


incurred in the early years of family formation, 
suggests that recent increases in the volume of con- 
sumer installment debt has been quite consistent 
with changes in family distribution in the U.S. 
population. The very high growth in the stock of 
such debt over the postwar years is also partially 
attributable to the very low debt ratio during the 
war period, but the model suggests that the recent 
growth rates can be maintained. 


9. FOREIGN MARKETING 


9.1 Small Wholesalers in the Cotton Textile Mar- 
keting in Japan. Yukichi Arakawa, The An- 
nals of the School of Business Administration, 
Kobe University, No. 1, 1957, Pp- 59-93- 
[L.P.D.] 


This new publication, edited by the faculty of 
the School of Business Administration, Kobe Uni- 
versity, Japan, is a welcome addition to sources of 
information on various aspects of Japanese business. 
All of the articles in this first issue of the Annals 
are well written with far superior sentence structure 
and use of grammar than is common in Japanese 
publications in English. It is to be hoped that the 
demand for this first issue—so far distributed free 
on request—will be such as to stimulate publication 
more frequently than once a year. 

Professor Arakawa has contributed a highly use- 
ful addition to the fund of knowledge of Japanese 
marketip institutions in his analysis of the chang- 
ing position of small wholesalers in the all-impor- 
tant textile industry in Japan. Utilizing ten dia- 
grammatic charts and nineteen tables, recent changes 
in the functional relationships in the wholesale 
marketing of cotton textiles are thoroughly ana- 
lyzed. Yet the continued dominance of traditional, 
customary relationships, unknown in modern Amer- 
ican wholesaling, is to be observed clearly. 

This study of representative samples of whole- 
salers, one of the first studies of actual marketing 
institutions made by a Japanese academician, is 
unique in that the organizations are classified ac- 
cording to functions performed and intra-industry 
relationships. Six distinct types are recognized and 
analyzed. The position in the channel of distribu- 
tion, characteristic organization and business ac- 
tivities, and the current business position including 
the continued dominance of feudalistic relation- 
ships are presented in detail for each type. 


9.2 Agricultural Policies of Foreign Governments 
Including Trade Policies Affecting Agricul- 
ture. Agriculture Handbook No. 132, Foreign 
Agricultural Service, U.S.D.A. [J.K.s.] 


The national policies of individual countries 
regarding agriculture are an important determinant 
of the size and composition of world trade in agri- 
cultural products. The present study brings to- 
gether brief reviews of the policies in the countries 
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that are either important markets for United States 
agricultural products or important competitors. It 
describes the status of agricultural policies as of the 
middle of 1957. It discusses briefly the dependence 
of each area on trade in farm products, either as 
an importer or as an exporter. It gives the goals 
of agricultural policy, as they have been explicitly 
stated, or as thcy are implicit in the actions of 
governments. The regulation of foreign trade in 
agricultural products and internal market and price 
policies, including price supports, direct subsidies, 
and production controls, are briefly described. Each 
country section also makes reference to indirect 
aids for agriculture, such as those given through 
agricultural credit, agricultural extension services, 
and land or development policies. 


9.3 Competitive Position of United States Farm 
Products Abroad, 1958. Foreign Agricultural 
Service, January, 1958. [J-K.s.] 


This publication summarizes the restrictions, ob- 
stacles, and other problems that the United States 
currently faces in exporting its farm products. It is 
the third such annual report published by the For- 
eign Agricultural Service. The first section of the 
publication covers U. S. competition on the 
basis of commodities. The second section deals with 
the world by areas. Near the end is a list of studies 
made on competition in 1957; some are already 
published, others will be published soon. A new 
feature of the 1958 report is a detailed analysis of 
two foreign markets for certain U. S. farm products. 
One is considered a favorable market; the other is 
one that might be potentially valuable, or one 
where barriers or restrictions work against import- 
ing U. S. farm products. 


9.4 Canada: an Expanding Market. Business Rec- 
ord, January, 1958, pp. 5-9; A Longlook at 
Canadian Trade. Business Record, January, 
1958, pp. 26-33. [J-M.R.] 

Canadian Marketers and Americans doing busi- 
ness in Canada will find both of these reports of 
particular interest. The former report findings of 
a survey of American firms with regard to their 
Canadian marketing structure and the latter traces 
the history of Canadian trade with the United 
States and the United Kingdom, including the eco- 
nomical and political bases for trade and the regu- 
latory steps taken to protect Canadian interests 
during its ninety-year history. 

In its study of American firms, 196 of the 237 
responding companies sell in Canada; 110 of the 
196 maintain separate Canadian subsidiaries; 64 
utilize their domestic sales organizations; 12 reach 
the Canadian markets via licensees; and 10 through 
their regular export or international sales depart- 
ments. 

Of the 110 firms having Canadian subsidiaries, 93 


have self-contained production and marketing or- 
ganizations; in 12 cases, Canadian subsidiaries are 
marketing organizations only; and 5 firms have only 
production facilities in Canada. Subsidiaries are 
justified by respondents because they eliminate 
import duty payments, meet Canadian demand for 
home-manufactured goods, provide better adjust- 
ment to local conditions, and generally more profit- 
able operations. The overwhelming majority of 
firms having Canadian subsidiaries could see no 
particular disadvantages in the arrangement. 

It is of interest that the great majority of respond- 
ents use the same marketing channels in Canada 
as in the United States; many regard Canada as an 
extension of the United States marketing area. 

Respondents not actively soliciting business in 
Canada approximated 17 per cent of the total. 
Tariff regulations and fear of over-extension were 
most commonly cited. 


9.5 A Note on the Recent Trends of Japan’s For- 
eign Trade. Fukuo Kawata, Kobe Economic 
and Business Review, No. 4, 1957, pp- 59-68. 
[L.p.p.] 


Although the author starts with the thesis that 
the drastic deflationary policy adopted by the gov- 
ernment in 1953 has resulted in a substantial im- 
provement in the Japanese balance of payments, his 
analysis of developments, supported by a number 
of significant statistical tables, ably proves exactly 
the opposite. Ample evidence is furnished in the 
tables and supporting comments that consequent 
speculation and disruption of established trade 
channels has created greater instability, rather than 
stability, in the balance of payments. 

The article contains one highly significant state- 
ment, well worth serious consideration by economic 
planners: “. . . the level of national consumption 
lagging behind the rise of industrial production may 
be one of the causes of Japan’s export expansion, 
because increased products can hardly be absorbed 
in domestic markets and must find outlet in overseas 
countries.” (p. 65). Can such a result of government 
policy be considered as favorable; or is it more 
properly unfavorable? 

The inescapable conclusion which must be drawn 
from the data presented is that, as a result of the 
deflationary policy adopted in 1953,. even more 
drastic controls will become necessary in 1957 or 
1958. 


9.6 Labour in British Retail Trade, 1950. |. D. 
Hughes and Sidney Pollard, Yorkshire Bul- 
letin of Economic and Social Research (De- 
partment of Economics, University of Hull, 
Hull, England), November, 1956, pp. 109-129. 
[S.c.H.] 


A detailed study of wage and employment data 
developed by the (British) 1950 Census of Distribu- 
tion, this article may be of especial interest to 
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American readers for comparative analysis with 
U. S. census data and with the studies recently 
published by Dr. Jules Backman in the Journal of 
Retailing. 

Professors Hughes and Pollard mainly suggest 
that retail wages tend to be positively correlated 
with work performed and productivity, although 
they express considerable uncertainty about the 
direction of causation. However, analysis of wage 
difference between geographic regions of Britain 
and between lines of trade shows average compensa- 
tion per employee to be associated positively with 
average sales per employee. The pattern of per- 
centage relationship of wages to sales in various 
branches of the foods trades (ranging from 5.7 in 
fruit and vegetable stores to 20.0 in bakeries) shows 
a striking relationship to the U. S. pattern, leading 
to the suggestion that common differences in duties 
and work required explain the patterns. The gen- 
erally lower percentage level of wage costs in the 
U. S. is attributed to the growth of self service in 
this country. 


10. GENERAL MARKETING STUDIES 


10.1 New Marketing Concept at Westinghouse: De- 
centralize and Study the Consumer. Printers’ 
Ink, January 24, 1958, pp. 33-35. New Prod- 
ucts: Westinghouse Works Hard to Plan 
Them, Make Them Build Profits. Printers 
Ink, January 31, 1958, pp. 77-84ff. [E.J-K-] 


The marketing program of the Westinghouse 
Electric Corporation is reported in two articles. 
Westinghouse is another large corporation which 
has adopted the “marketing concept.” The con- 
sumer is established as primary and all market- 
related activities are co-ordinated with market needs 
to improve market position and obtain proper re- 
turn on investment. The market concept at West- 
inghouse requires that the consumer be recognized 
“as an important source of information on needs 
and desires—with this information serving as the 
basis of planning and controlling our entire busi- 
ness operation”. 

The marketing concept is based on market plan- 
ning and the rifle approach of selecting market 
targets carefully and aiming at them accurately. 
This is the main point of departure from the old 
“shot gun procedure of pushing production all over 
the lot and leaving selling to sales”. In Westing- 
house headquarters and in the divisions, market 
planning is based on three elements: general eco- 
nomic and sales forecasting, market research, and 
new product planning. 


10.2 Marketing to Mergers to Money, Printers’ Ink 
Predicts for 1958. Printers Ink, December 27, 

1957, PP- 34-63. [E.J-K.] 
Twenty contributors predict the marketing and 
advertising changes that should be watched for in 


1958. Many of the comments will probably stand 
up as 1959 predictions. Among the statements: the 
marketing concept will be adopted so widely that 
it will no longer be new. The Federal Trade Com- 
mission will become a stronger force in marketing 
decisions. The trend to agency mergers will con- 
tinue. Long-term marketing programs will receive 
more attention. Sales and advertising will be more 
closely co-ordinated than ever before. 


10.3 The Farm Market. Printers’ Ink, March 7, 
1958, pp. 27-41. [E.J.K.] 


The article reports a survey of advertisers, media 
and farm economists to determine market oppor- 
tunities in the 22,000,000 person farm market. The 
general conclusion is that the outlook for the farm 
market is good. Farmers’ net income is increasing, 
the number of farms getting fewer, which means 
bigger farms and more mechanization, and farm 
equipment manufacturing is on the upgrade. In 
addition, chemicals, feed supplements, manufac- 
tured feed, and insecticides are being used on an 
increasing scale. 

Three out of four advertisers were conducting 
campaigns in farm media. Farm broadcast adver- 
tising is increasing fast. Farm stations are “enjoying 
unexpected prosperity.” The article includes a 
ranked listing of 227 leading advertisers in farm 
publications and their 1957 and 1956 expenditures 
in these publications. 


11. GOVERNMENT REGULATION 


11.1 Is Competitive Pricing Legal? W. David Rob- 
bins, Harvard Business Review, November- 
December, 1957, pp- 83-89. [J-M.R.] 


‘The author suggests a tentative yes answer to the 
title’s question, as of the present. Through reference 
to key cases, Mr. Robbins traces three periods in 
which FTC and court decisions have fluctuated 
from a rule of reason, to an automatic violation 
doctrine and back in the direction of a rule of 
reason in their interpretation of the Robinson- 
Patman Act. 

Clearly the author supports the argument that 
whether or not a price discrimination is harmful 
must be decided by the economics of a particular 
case and not by some inflexible assumption of guilt. 
He performs a most useful service in pointing out 
the opposing effects on competition of substantial 
vs. trivial or sporadic discrimination; the former 
may, in fact, harm competition whereas the latter 
may, in fact, foster competition. He also focuses 
attention on a form of discrimination encouraged 
by the Act: presumably a single price to all could 
in no way be considered discriminatory; yet such a 
policy is clearly discriminating against the larger, 
more economically served buyer. 
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11.2 Government in Our Economic System. Gabriel 
Hauge, Public Relations Journal, November, 
1957, PP- 7-10, 43. [W-L-] 

The American economy is faced with the question 
of “more-or-less” government, and not one of 
“whether-or-not.” “Our philosophic bent in favor 
of freedom is reinforced by the market system's 
success in providing an increasing level of material 
well-being for the whole community.” Through 
free incentives the market system produces those 
items which people want the most. The market 
system, however, is neither perfect nor automatic 
and thus the government has a vital role to play 
in dealing with these imperfections. Our govern- 
ment reinforces the market system by: 


1) strengthening the operation of free markets, 

2) leveling economic fluctuations, and 

3) supplementing the market system when it can- 
not provide certain essential needs. 


Specific activities undertaken by the government in 
each of the three areas are discussed. 


11.3 Chemical Marketing—Too Many Laws? Henry 
H. Fowler. Chemical and Engineering News, 
December 23, 1957, pp- 44-48. [J-K-M.] 


Since World War II, the impact of government 
regulation of distribution of chemicals has been 
increasing. New trends in the enforcement of old 
laws hang danger signs over many practices of the 
industry. New laws have been enacted, others pro- 
posed at national, state, and local levels. The chang- 
ing pattern suggests that the chemical marketer add 
a legal frame of reference to his plans and schemes. 

Some distribution practices most affected concern 
choosing customers or channels of distribution. Re- 
fusing to deal with a particular class of distributor 
becomes illegal when it is in concert or conspiracy 
with others, or if part of a larger plan to restrain 
trade. Therefore, the refusal to sell calls for an 
inquiry to determine whether it is compatible with 
antitrust laws. 

Exclusive dealing, while not illegal per se, also 
requires close scrutiny. Such an arrangement is dan- 
gerous if the seller is dominant in the product line 
and has tied up the leading outlets. 

Recent years have also been marked by intensi- 
fied regulation of distribution control. Dealings 
between a chemical manufacturer and its marketing 
affiliates or subsidiaries now present a new specter 
of so-called “intra-enterprise conspiracy”. Today 
the Government appears hostile to building or 
assuring markets by merger. There are new risks in 
achieving vertical distribution downward by pur- 
chasing marketing outlets. 

Pricing is another sensitive area. Under the 
Sherman Act, some competitive pricing in the 
chemical industry may be considered “conscious 
parallelism”. Another shadow on this horizon is the 
interest of the Senate Antitrust Committee in “ad- 
ministered prices”. 


12. HISTORY AND TRENDS 


12.1 Growth Industries and Manufacturing. U. S. 
Department of Commerce, Industry Trend 
Series 1, 1957, p- 7, 10 cents. [K.A.C.] 


If you are interested in selling to industrial con- 
sumers, or attracting business to a particular area, 
or if you are in the manufacturing industry, you 
will probably be interested in this series which 
points up the wide variation in growth in manu- 
facturing industries (1947-54 Census variations). 

These reports tabulate shifts for selected growth 
industries (within each industry grouping) in em- 
ployment, shipments, value added by manufacture, 
by states and regions. The reports have a constant 
format. 

The first in the series takes up manufacturing in 
general; successive reports deal with: (2) instru- 
ments, (3) electrical equipment, (4) fabricated metal 
products, (5) non-electrical machinery, (6) wood 
products and furniture, (7) transportation equip- 
ment. 


12.2 The Middle-Class Co-operative Retailing Socie- 
ties in London, 1864-1900. Julia Hood and 
B. S. Yamey, Oxford Economic Papers, Oc- 
tober, 1957, pp- 310-322. [S.C.H.] 


The influential role of the Rochdale group (1848) 
has made British co-operative retailing appear as a 
working-class movement, and as a response to pov- 
erty. Hood and Yamey here show that the Rochdale 
co-operators were fairly rapidly followed by three 
extremely influential societies drawing their mem- 
bership from more privileged groups, from which 
we can infer that mid-nineteenth century dis- 
satisfaction with available retail services was general 
and pervaded all economic groups. The three co-ops 
studied were the Post Office Supply Association 
(1864, later called Civil Service Supply Association), 
the Civil Service Co-operative Society, Ltd. (1866), 
and the Army and Navy Co-operative Society Ltd. 
(1872). C.S.C.S., for example, made its services avail- 
able to “peers, members of Parliament, justices of 
the peace, army and naval officers, and clergymen.” 

The societies operated on a cash basis, charged 
fixed and uniform prices, offered relatively little 
service, in some merchandise lines provided only 
sample displays and patterns from which orders 
were taken, and eliminated tips and bribes to cus- 
tomers’ servants. Arrangements were made by which 
those participating in the organizations could pur- 
chase some other items from contracting merchants 
at a discount. Participants were divided into two 
categories: “members,” who owned shares in the 
society, and “ticket-holders,” who did not. Over 
time, conflicts in interests between the two groups 
finally transformed the organizations into ordinary, 
private enterprise stock corporations, the form in 
which C.S.S.A. and A. & N. survive today. However 
all three societies did much to improve the general 
level of retail competition. 
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14. MANAGERIAL CONTROL 


14.1 Electronic Computers and Business Indicators. 
Julius Shisken, The Journal of Business, Oc- 
tober, 1957, pp- 219-267. [S.c.H.] 


A detailed description is given of “Census Method 
Il” for improving the informational value of busi- 
ness and economic indicators. The technique makes 
use of the large amounts of computation permitted 
by electronic calculators to adjust the raw data for 
number of working or trading days per month, 
seasonal variations and irregular fluctuations, thus 
deriving the underlying cyclical or major trend. 
The twenty-nine basic computational steps are 
shown on pp. 248-252, but a more detailed technical 
description was prepared for the December, 1957 
issue of the Journal of the American Statistical 
Association. 


14.2 Mathematical Analysis of An Inventory Case. 
Charles E. Clark, Operations Research, Oc- 
tober, 1957, pp- 627-643. [W.L.] 


This article presents in detail the mathematical 
solution constructed to solve the inventory problem 
of a specific manufacturer. The manufacturing con- 
cern produced over 20,000 products in its factory 
and served their customers, essentially large com- 
panies, from 75 warehouses. To meet warehouse 
needs, stocks are also maintained at the factory. A 


warehouse, when out of stock faces three alterna- 


tives: 


1) Induce the customer to wait until the stock is 
replenished from the factory; 

2) Induce the customer to accept the delay in- 
herent in shipment from other warehouses; or, 

3) Cancellation of the order. 


Inventory control had been instituted by empiri- 
cally determining the mean daily demand for each 
item and whenever stock levels reach a specified 
limit a specific quantity was reordered. The re- 
order limits and quantities varied among ware- 
houses. A description of the solution reached is 
presented. 


14.3 Opportunities Challenging Credit Manage- 
ment. J. Allen Walker, Credit and Financial 
Management, December, 1957, p. 7- [W-L-] 


The problems growing out of inflation, tight 
money, liquidity and the increasing rate of business 
failures are currently challenging credit manage- 
ment. It is the duty of credit managers to minimize 
the investment in receivables and maintain reasona- 
ble credit and collections costs, to handle the credit 
demands of financially pressed customers, and to 
keep sales personnel happy in face of keener com- 
petition—all at the same time. 

Since World War II the amount of business 
credit has trebled, placing a severe burden on credit 
administration. Ninety per cent of manufacturing 


sales and over gz per cent of wholesale sales are 
transacted on a credit basis. In 1949 manufacturers’ 
trade receivables were 19 per cent of their current 
assets and less than 11 per cent of their current 
assets; today they have reached their highest post- 
war percentage and are 26 per cent of current 
assets and 14 per cent of total assets. 

Business failures have increased from 29 per 
10,000 enterprises in 1952 to 52 per 10,000 this year. 
Today's economy demonstrates the need for quali- 
fied credit management that plays a strong role in 
the total marketing strategies of the firm. 


14.4 Are You Paying Too Much for Distribution? 
Charles W. Smith, Dun’s Review and Modern 
Industry, January, 1958, pp. 42 ff. [R.L.c.] 


Written by an expert on marketing techniques 
this article gives some excellent examples of im- 
portant changes in distribution systems made by 
leading manufacturers and offers some helpful sug- 
gestions in working toward increased distribution 
efficiency. 

In addition to some key questions designed to aid 
in quickly appraising a company’s distribution sys- 
tem, the author provides a “Road Map for Distribu- 
tion Analysis.” 


14.5 The Practical Calculation of Reorder Points. 
Byron O. Marshall, Jr., and William P. Bog- 
gess, Il, Operations Research, August, 1957, 
PP- 513-517. [W.L-] 

The Poisson distribution usually approximates 
the patterns of demand for an item very well pro- 
vided that the sizes of the individual sales are taken 
into account. “This paper is concerned with the 
fitting of the Poisson distribution to sales data, 
primarily for the purpose of forecasting require- 
ments for some period in the future.” A method is 
presented for deriving effective sales size from his- 
torical data which permits the determination of the 
appropriate Poisson parameter. Fitting this distribu- 
tion to the data permits forecasting of usage and 
hence the determination of accurate reorder points. 
The inventory control method referred to involves 
calculating an economic order quantity which mini- 
mizes the sum of ordering and carrying costs, with 
an independent determination of a reorder point 
that gives a required probability of the occurrence 
of an outage. 


14.6 Performance Appraisals and the Organization 
Man. Thomas L. Whisler, The Journal of 
Business, January, 1958, pp. 19-27. [S.C.H.] 


Traditional formal evaluation schemes, under 
which a man is assigned ratings by his superior, 
tend to collapse for several reasons: (1) superiors 
dislike “playing God”; (2) a superior will rate his 
subordinates on their values to him, rather than to 
the organization; (3) traditional organization struc- 
tures and corporate behaviors do not reward su- 
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periors for developing promotable subordinates. A 
solution lies in developing schemes for committee 
rating of individual by their co-equals. 


15. MANAGERIAL ORGANIZATION OF MAR- 
KETING ACTIVITIES 


15.1 The Apologetics of “Managerialism.” Edward 
S. Mason, The Journal of Business, January, 
1958, pp. 1-12. [S.C.H.] 


Mason argues (1) that a stable, growing economic 
system requires an ideology that will justify the 
system to the leaders of thought in the community 
served by the system, (2) that classical economics 
did this job admirably in the 19th century, and (3) 
that new philosophies of professional business man- 
agement have not developed satisfactory ideologies. 
The view that a non-owning hired management 
forsakes profit maximization in favor of prestige, 
survival, rationalization of conflicting claims, or 
other values provides neither a plausible, consistent 
and satisfactory explanation of the bases upon 
which business decisions are made, nor an adequate 
defense of the results of these decisions. 


15.2 The Merchandiser Wizard of Promotion. Super 
Market Merchandising, January, 1958, pp. 
45-48. 

To determine the activities performed by mer- 
chandising managers of super markets, a survey was 
conducted by Super Market Merchandising of 58 
companies operating 2,045 markets. The findings, 
which are presented, substantiate the power po- 
sition occupied by merchandising executives in the 
buying and promotion functions. The article in- 
cludes a detailed listing of various activities per- 
formed by merchandisers in small, medium and 
large companies. In addition a profile of the mer- 
chandise manager is presented. 


16. MARKETING OF SPECIFIC GOODS AND 
SERVICES 


16.1 Taste, Quality Outrank Convenience as Buy- 
ing Factors Survey Shows. Quick Frozen 
Foods, January, 1958, page 93. [R.R.T.] 


According to a survey conducted by Lynn Farnol 
of New York on behalf of Seabrook Farms, Sea- 
brook, New Jersey, taste appeal and quality were 
found to be the first factors homemakers look for 
in purchasing prepared frozen foods. Of the home- 
makers questioned, 55 per cent reported that they 
look for these qualities first. 

The elements of taste appeal and quality outrank 
convenience almost wo to one, as only 28 per cent 
of the housewives listed convenience as the first 
thing they considered in their purchases. Another 
16 per cent bought prepared frozen foods because 
it permitted them to enjoy specialties they were 


not trained to make themselves. According to the 
survey, 65 per cent of the respondents who used 
frozen foods only used an occasional can of orange 
juice concentrate or an item at random now and 
then. Novelty was cited by a large number of frozen 
food users as the reason they picked up prepared 
foods. 


16.2 Fabrics and Fibers for Passenge: Cars. Market- 
ing Research Report No. 152, Agricultural 
Marketing Service, U.S.D.A., April, 1957. 
[J-K.S.] 


This recent study of the automobile industry, 
conducted in 1955, brings up to date results ob- 
tained in an earlier survey in 1950. Changes in the 
use of textiles in automobile interiors over this 
period are indicated by the decline in the overall 
position of cotton and the introduction of many 
new fibers. Cotton is still number one as a trim 
material—for upholstery, sidewalls, and headlinings. 
Wool, which formerly was used extensively for up- 
holstery and sidewalls, has lost its place as a leading 
fiber for car interiors; vinyl is the newcomer that 
now ranks second in trim materials. 

In addition to reporting facts and figures on the 
consumption of fibers, the study contains considera- 
ble detail on what key automobile executives con- 
sidered the characteristics of an “ideal” fabric for 
each part of the car and their opinions and at- 
titudes as to the future trends in the use of fibers. 
As far as future use of cotton is concerned, ex- 
ecutives doubt that it can successfully compare with 
foam rubber in seat padding or with the materials 
now being used in thermal and sound insulation. 
Even so, its use in other parts of the interior still 
gives it top priority. In combination with nylon, it 
is widely used for upholstery; blended with other 
synthetics or used as a backing for vinyls, it can be 
found in all parts of the car interior. For the fu- 
ture, automobile engineers see the continued use of 
colorful interior trim fabrics. Light shades will be 
used much less, with colors tending to be brighter 
and more intense. Almost all of the fabrics will 
have unusual styling with large nongeometric pat- 
terns, modern or abstract predominating. 


16.3 Aerosol Colognes Net Over One-Third of 
Total. Drug Topics, January 20, 1958, p. 6. 
[D.R.] 


A study by duPont finds that, of the estimated 
$56,000,000 total business done on cologne, aerosol 
products account for $21,000,000. 

If the present rate of growth continues, duPont 
predicts, sales of pressurized colognes may reach 
75 per cent of the total market by 1967. 

Among those women who bought any type of 
cologne or toilet water, the survey shows three 
major points of sale: The department store, for 
29 per cent of the women... the house-to-house 
salesman, for 29 per cent .. . the drug store, for 
24 per cent. 
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16.4 Pharmacy Service in Smaller Hospitals. Dr. 
Alex Berman, American Professional Pharma- 
cist, December, 1957, pp. 1066-1070. [D.R.] 


A hospital which employs a full-time or part-time 
pharmacist spends more money on drugs than does 
a hospital of comparable size which does not employ 
a pharmacist. This conclusion is generally upheld 
by a study of 96 small (less than 100 beds) hospitals 
in Michigan. The study was conducted by Dr. Ber- 
man, who teaches at the University of Michigan 
College of Pharmacy. 

Indicating how the presence of a pharmacist af- 
fects drug purchases is the following comparison, 
covering hospitals with from 75 to gg beds: Those 
hospitals which employ full-time pharmacists aver- 
aged $33,082 in drug purchases per year—while 
those with part-time or no pharmaceutical help 
averaged less than $20,000 per year. 


16.5 The Automobile Dealer Franchise Act: An- 
other Experiment in Federal Class Legista- 
tion. Harold W. Strand and James H. French, 
Jr. The George Washington Law Review, 
June, 1957, pp. 667-693. [s.c.1.] 

A detailed discussion of the precursors, history. 
provisions and purposes of the Automobile Dealer 
Franchise Act of 1956. The law provides that manu- 
facturers must act in good faith in (1) performing or 
complying with any of the terms of an existing 
franchise, (2) in terminating or canceling a {ranchise, 
and (g) in not renewing a franchise. Strand and 
French believe this act “may well mark the thresh- 
old of a new cycle of federal economic class legisla- 
tion, a cycle in which . . . small business may suc- 
ceed labor as a principal object of congressional 
legislative concern.” 


16.6 Improving Livestock Marketing Efficiency. Ira 
M. Stevens and R. L. Fox, Farmer Coopera- 
tive Service, USDA, January, 1958. [J-K.s.| 

Wide variation was found in the efficiency of 
markets studied. Much of this variation was as- 
sociated with difference in volume handled, with 
the larger markets generally showing the lowest 
unit costs. 

Labor was the largest item of expense. It aver- 
aged 83 cents per animal unit handled but ranged 
between 47 cents and $1.05 at the nine markets. 
Here was an exception to the economies of scale 
concept; the market with the highest labor cost 
was the one with greatest volume. 

Fifteen other major cost items in addition to 
labor were also analyzed and compared at the nine 
markets. In addition the markets were compared on 
the following points: 

Their business-getting ability. 

Automobile cost per mile of operation. 

Labor efficiency as measured by animal units 
handled per man. 


Time in seconds required to sell livestock at auc- 
tion. 

A list of standards of performance was set up 
based on the most efficient market in each case. 

Recommendations for improvement of operations 
at the markets were also made. While these were 
based on the specific markets studied, they will be 
useful to all livestock markets having similar opera- 
tions. 


16.7 New Products, New Packaging Demand 
for Farm Products. Robert M. Walsh, Agri- 
cultural Marketing, January, 1958, pp. 6-7. 
[J-K.S.] 


Product innovation is one of agriculture’s most 
vital weapons in competing for its share of the con- 
sumer’s dollar. The rapid trend toward prepackag- 
ing of fresh produce and meats helps reduce spoil- 
age, permits greater self-service, and in many cases 
cuts labor costs. New food products provide greater 
convenience in use, economies, storability, and im- 
proved quality. Among the many new food products, 
“instant” nonfat dry milk has made a substantial 
imprint on the market in a few years, poultry meat 
consumption per person increased 70 per cent since 
1940 through development of the broiler industry, 
and efforts are being made to expand production of 
meat-type hogs to strengthen a faltering demand for 
pork. 

On the horizon are dehydrofrozen and dehydro- 
canned products. Process consists of reducing weight 
of product by about half through removal of water 
before freezing or canning. Dehydrofrozen pimentos 
are being used in the cheese industry and dehydro- 
frozen apples in commercial pie baking. Quality is 
well maintained and economies are made possible 
through reduced shipping and storage weights. Ex- 
perimental work on other fruits and vegetables con- 
tinues at USDA research laboratories. 


16.8 The Food Marketing Industries. Forrest F. 
Scott, The Marketing and Transportation 
Situation, November, 1957, pp. 17-40. [J-K.s.] 


Product development, technological innovations, 
and the need to reduce costs have led to significant 
changes in food manufacturing, wholesaling, and 
retailing. This article describes these changes, dis- 
cusses the factors influencing them, and considers 
prospective developments. Census data and other 
Statistics are presented in convenient tables. 

Between 1947 and 1954, production of manufac- 
tured foods grew by about the same rate as the 
population but the number of plants decreased. 
Average capacity per plant apparently increased in 
most food manufacturing industries. In about half 
the food manufacturing industries, the four largest 
firms accounted for a larger share of the value of 
products shipped in 1954 than in 1947. 

Assemblers of farm products operated fewer es- 
tablishments, although they handled a larger vol- 
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ume in 1954 than in 1948. Changes in marketing 
practices and efforts to achieve economies of scale 
mainly accounted for this change. The wholesale 
trade in food products expanded between 1947 and 
1954—both in sales and establishments. 

Between 1948 and 1954 the number of grocery 
stores having an annual sales volume of $500,000 or 
more about doubled, and their sales volume in- 
creased at an even greater rate. The total number 
of grocery and other food stores, however, de- 
creased by about one-fifth. Chain stores gained a 
larger share of the retail food-store sales. Sales of 
the smaller chains increased more rapidly than those 
of the 12 largest chains. 


16.9 The Shorter Workweek in Agricultural Mar- 
keting Industries. Imogene Bright, Agricul- 
tural Marketing, January, 1958, p. 13. [J-K.s.] 

With the exception of the Korean War period, 
there has been a steady decline in the work week 
for agricultural processing and trade employees 
since 1947. This represents the continuation of a 
trend that began late in the 1800’s and is typical of 
all industry in the United States. 

Although there are still instances in which em- 
ployees in retail food stores are working 60 or more 
hours a week, increasingly the work week in food 
manufacturing, retailing, and wholesaling has been 
reduced to 48, to 46, to 45, and more recently to 40 
hours. 

Based on data for the first 8 months of 1957, as 
compared to 1947, the average weekly hours have 
declined in the manufacture of bakery, sugar, 
canned and preserved products, grain mill, meat, 
dairy, confectionery, and related products, as well 
as in the wholesale and retail trade. 

Based on the 8-month average in the above in- 
dustries, the decline in average number of hours 
worked per week since 1947 has been from 0.3 to 
3-9 hours. 


16.10 The Franchise-Wholesale System in Co-opera- 
tive Drug Stores. William T. Kelley, The 
Journal of Retailing, Winter 1957-1958. 
[s.c.H.] 


Franchise drug stores (independent units operat- 
ing under a co-operative arrangement with verti- 
cally-integrated manufacturing-wholesaling-retailing 
sponsors such as Rexall, Walgreen and Whalen) 
account for three out of every ten drug stores in the 
country and probably do about one-third of total 
volume. However, franchise stores purchase a rela- 
tively small fraction (probably not more than 16 per 
cent) of their own total volume from the sponsoring 
chain; so that the system accounts for five per cent 
or less of the national drug store business. The 
system seems to work best for private brand patent 
medicines, medicine chest items such as bandages, 
and certain sundries. National brand competition, 
however, even in these fields, is extremely effective. 


In many cases, moreover, independent wholesalers 
are able to offer superior service to both retailer and 
manufacturer. Consequently, Kelley predicts little 
or no expansion in the relative importance of drug 
store franchising. 


16.11 The Wage Factor in Retailing Meat in 4 
Cities (MRR-202). Imogene Bright, Market 
Organization and Costs Branch of AMS, U. S. 
Department of Agriculture, November, 1957. 
[J-K.S.] 


In 1956, as a part of the research on farm-to-con- 
sumer marketing margins and costs, AMS made a 
survey of meat departments in retail stores located 
in San Francisco, Atlanta, Chicago, and Columbia 
(S. C.). Forty-six grocery stores furnished data. 
Emphasis in the study was placed on the wage bill— 
the direct wage payment for a defined period—and 
the difference in wage rates and the wage bill 
among stores and among the cities. 

Although it was found that the wage bill per man 
hour for stores located in the various cities differed 
markedly, sales also differed markedly and, shown 
as a percentage of sales, there was no statistically 
significant difference between cities. In the study, 
the meat department wage bill was shown as a 
percentage of meat sales. The median percentage 
for all stores was 8.6, although there were wide dif- 
ferences in this measurement among stores in each 
of the cities. 

Although many factors were considered, volume 
of sales was the most important factor in determi- 
ning the ratio of the wage bill to sales. For stores 
reporting an estimated yearly meat sale of under 
$100,000, the median wage bill shown as a per- 
centage of sales was 12.4 per cent; with a volume 
of $100,000 to $199,999, the median percentage was 
9.4; with a volume of $200,000 to $399,999, the 
median percentage was 7.5 per cent; and with a 
volume of $400,000 and over, the median _per- 
centage was 7.3 per cent. 


16.12 Division Organization in Food Chains. Edgar 
A. Pessemier, Journal of Retailing, Winter 
1957-1958, pp. 170-181. [S.c.H.] 

A “department store” type of organization is 
recommended for the geographical divisions of re- 
tail supermarket chains. Reporting to the divisional 
chief executive are a retail operations manager 
(definitely the prime subordinate) and _ services, 
bakery, office, personnel and realty managers. The 
retail operations manager, in turn supervises a gen- 
eral merchandise manager whose organization in- 
cludes commodity merchandisers, buyers and special- 
ists. District and store managers report to the re- 
tail operations manager through a store operations 
manager. The merchandising people are given pri- 
mary responsibility for merchandise, sales, product 
mix, pricing and margins, and profit. 
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16.13 Costs of Canning Sweet Corn in Selected 
Plants. Marketing Research Report No. 184, 
by Edward C. Collins and Job K. Savage, Jr., 
Farmer Co-operative Service, U.S.D.A., July, 
1957- [J-K-S.] 

This is an analysis of the cost to process and sell 
sweet corn on the basis of data supplied by seven 
corn canning plants for the 1952-53 seasons. The 
cost to produce and sell a case of 24 cans, 303 size, 
in 1952 ranged from $2.51 to $3.28, with a median 
of $2.60. Cost for 1953 ranged from $2.30 to $3.72 
with a median cost of $2.71. This 1952-53 data is 
brought up to date by use of 1956 cost of labor, raw 
product and condiments. The analysis indicates that 
canners can make substantial savings by increase in 
(a) annual volume, (b) daily volume, (c) case yields 
per ton of raw product, and (d) uniformity of raw 
product flow to plant. Primary cost items such as 
acquisition, direct labor, and indirect labor, super- 
intendence, shipping and labeling, selling, and gen- 
eral plant overhead are examined in the analysis. 


16.14 15 Firms Make 71% of Specialties Included 
in Prescriptions. American Druggist, Decem- 
ber 2, 1957, p- 11. [D.R.] 


Analyzing the prescription specialties named by 
physicians on 219,830 prescriptions written during 
1956, David Stiles, market development director of 
Abbott Laboratories, finds that the following fifteen 
manufacturers accounted for 71 per cent of the 
specialties: Abbott, Burroughs-Wellcome, Ciba, Hoff- 
mann-LaRoche, Lederle, Lilly, Merck Sharp & 
Dohme, Parke-Davis, Pfizer, A. H. Robins, Schering, 
Smith Kline & French Labs, Squibb, Upjohn, and 
Wyeth. 

Mr. Stiles conducts continuous prescription studies, 
carried out via pharmacy college students, in twenty- 
three areas of the country, who copy off prescrip- 
tions filled in pharmacies. 

The 219,830 prescriptions covered by the 1956 
survey incorporated 243,286 different ingredients. 
Of these, 80.6 per cent were specialties—that is, 
trade-marked products. Most of the remainder were 
products bearing generic names, as listed in the 
U. S. Pharmacopeia, or the National Formulary. 


16.15 Squeeze on Sequestrants. Chemical Week, No- 


vember 2, 1957, pp. 65-67. [J-K.M.] 


Latest U. S. Tariff Commission figures indicate 
a definite market imbalance in organic sequestering 
agents. Production of these materials in 1956 
soared 85 per cent higher than in 1955, but sales 
increased only 40 per cent. And, significantly, the 
value declined 7.4 per cent. 

Most sequestrant producers believe the Tariff 
Commission data are “in serious error”, but find 
difficulty in explaining why. 

Capacity continues to climb. American Cyanamid 
and Refined Products recently joined Dow, Geigy, 
General Aniline, Glyco and Nopco, in sequestrant 


manufacture. In addition, Geigy has a new Alabama 
plant due on stream next spring. 

Declining values have been largely the result of 
lower prices. In 1955, the average sale price for all 
sequestrants was seventy-five cents a pound, but in 
1956 this was cut to forty-eight cents. This year, 
the situation may improve. Production is expected 
to hit 11.3 billion pounds and sales ten million 
pounds. Higher total dollar value of material is 
anticipated and producers have an added advantage 
in lower costs for ethylene diamine raw material. 

The pile-up of stocks is a big problem. Assuming 
the Tariff Commission data was correct, a surplus 
of 4.5 million pounds was accumulated during the 
two-year period, 1955 and 1956. Estimates for 1957 
go as high as 5.8 million pounds. 

Many producers claim that these figures are un- 
realistic because some firms make captive use of 
part of their output. These amounts are not in- 
cluded in government sales estimates. Apparently, 
there has also been some laxity in reporting by 
producers. Both conditions, if true, would cause 
distortion in government data. 


16.16 Paper Industry Reappraises Supply-Demand. 
Chemical Engineering, November, 1957, pp. 
202, 204. [J.K.M.] 


Almost caught short by avid demand in 1955, 
pulp and paper makers virtually doubled expansion 
outlays. Now they wonder if they are spending too 
much, too fast. 

For the first half of 1957, demand softened notice- 
ably, off 3.4 per cent from 1956. Meanwhile, in- 
stalled capacity for paper and board manufacture 
increased. Two million tons of new capacity, com- 
pleted in 1957, will raise total capacity to a thirty- 
four million tons a year level, over ninety per cent 
above that of 1945. 

Producers have shown varying reactions to the 
situation. Some have ordered slowdowns or stretch- 
outs of expansion programs. Others, viewing the 
potential market for paper products, are still op- 
timistic. 

According to a report by the Business and Defense 
Services Administration, committed capacity for 
paper and board in 1957 should reach thirty-seven 
million tons, a sixteen per cent increase over 1956. 
Domestic woodpulp capacity is expected to total 
28.9 million tons or 19.4 per cent over 1956. 

By 1965, estimated U. S. net demand for paper 
and board will total 43.8 million tons, a forty per 
cent increase over 1956 production. Net demand for 
woodpulp produced in the U. S. is estimated to 
total 32.4 million tons a year by 1965, a 46 per cent 
rise over the 22.1 million tons produced in 1956. 

The information used by BDSA, however, was 
collected late in 1956. These projections, therefore, 
do not reflect the more conservative outlook fostered 
by drooping sales curves, and the slackening of 
some expansion plans. 
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16.17 Washday Line-Up: What Will Be On The 
Shelf In 1970? Chemical Week, January 25, 
1958, pp. 38-41. [J-K.M.] 

According to a survey made of members of the 
Association of American Soap and Glycerine Pro- 
ducers, by 1970 one all-purpose synthetic detergent 
may solve the problem of cluttered washday shelves. 

The laundry detergent of the future probably 
will be a liquid, heavy-duty product that incorpo- 
rates bleaches, fabric conditioners, sanitizing and 
antistatic agents in a single product. Liquids are 
preferred over dry products for two big reasons: 
they dispense easily and they dissolve quickly. 

The trend, already apparent, toward incorporat- 
ing bactericidal agents into detergents, is likely to 
be in general use by 1970. At the same time, optical 
brighteners (fluorescent dyes), already a fifteen mil- 
lion dollar a year market, will be going into virtu- 
ally all washday products. Agents to impart flame 
resistance to clothing may come in, too. One com- 
pany reports that it is now developing a fireproofing 
chemical that could be sprayed into clothes in the 
final rinse cycle. 

The trend toward liquids should hit a fast pace 
once two major problems have been solved—per- 
formance and price. The liquids’ performance does 
not yet measure up to that of dry “heavy duties”, 
and liquids cost almost twenty per cent more for 
each washload than do the dry products. 


16.18 Market Research on the Farm Yields New 
Clues for Ag Chemical Sales. Chemical 
Week, January 18, 1958, pp. 82-84. [J-K.M.] 


Confronted with mounting capacity but static 
sales, fertilizer companies have recently been study- 
ing attitudes of Midwestern farmers. The study 
was primarily designed to strengthen marketing 
efforts for mixed fertilizers, but the results are also 
important to raw material producers, fertilizer 
manufacturers and formulators. 

The biggest surprise in the report was the fact 
that, of the four hundred farmers questioned, 76 
per cent expect to use more commercial fertilizers in 
the future. Only about 6 per cent expect to use less. 

Some changes in application methods are certain. 
About 20 per cent are planning a switch to liquid 
materials and 10 per cent to more concentrated 
types. Prospects for solutions look especially bright, 
since more than half the respondents anticipate 
wider use of liquid fertilizer. Manufacturers, how- 
ever, will have some difficulty in expanding solu- 
tions sales because of the special application equip- 
ment needed. 

A rather indifferent attitude toward soil tests was 
recorded. About 53 per cent either did not make 
tests or failed to follow recommendations when 
tests were made. This points out to producers that 
something more than the distribution of free soil 
test containers is needed to promote fertilizer usage. 

Price is important in purchase decisions, with 53 
per cent ranking it first or second in importance in 


brand selection. In terms of advertising, the findings 
suggest intensive brand-name promotion directed at 
the farmer and technical promotion supplied to 
dealers and government agencies. 


16.19 Peppy Petrochemicals Line Up To Be Counted. 
J. W. Bradley, R. L. James and R. F. Messing. 
Chemical Engineering, December, 1957, pp. 
206, 208, 210, 212, 214. [J.K.M.] 


Petrochemicals have developed to the point where 
they now represent 25 per cent of total chemical 
industry production, and this is expected to reach 
jo per cent by 1965. 

A number of characteristics distinguish petro- 
chemicals from other types of chemicals. Usually 
petrochemicals involve high unit plant costs, so 
the field is somewhat limited to larger firms having 
the necessary financial resources. Because stand- 
ardized designs are possible for many such products, 
there is relatively little difference in manufacturing 
economics among producers of a given product. 
Sales outlets generally depend on long-term reia- 
tionships, such as pipeline delivery, between pro- 
ducer and consumer. 

Development of new products, especially second- 
ary derivatives, continues to be an important factor 
in the field. Meanwhile, much effort is being de- 
voted to new methods of manufacture, which will 
reduce costs. 

Ammonia, made largely from methane or natural 
gas, is by far the largest-volume petrochemical, 
with 1956 output listed as 3.3 million tons. Nearly 
8o per cent of total production is used as a nitrogen 
source by the fertilizer industry. Current capacity, 
however, is at least 30 per cent above requirements, 
so sizable quantities are being exported. Big price 
reductio: s are not anticipated despite overcapacity, 
since ammonia plants have a rather high break- 
even point and profits are already slim. 

Methanol, which can be produced in an ammonia 
plant, is the second important methane-based petro- 
chemical. Overcapacity is only about 20 per cent, 
but new plants are being built. Methanol’s end-use 
pattern has changed sharply. Ethylene glycol is 
rapidly replacing it in the antifreeze market, but 
the upward demand for formaldehyde has sustained 
methanol’s market volume. 

While most acetylene is made from calcium Ccar- 
bide, three plants are already using natural gas as 
raw material, with five more either being built or 
planned. 

Hydrogen cyanide from natural gas became avail- 
able about five years ago. While black cyanide is 
still an important source, indications are that most 
new operations will be based on the process utiliz- 
ing ammonia and natural gas. 

Chloromethanes, too, are important users of meth- 
ane. Direct chlorination of methane to carbon 
tetrachloride, chloroform, methyl chloride and 
methylene chloride is practiced by several firms. 
Others use the methanol chlorination process. 

Older uses of chloromethanes have generally de- 
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clined, but new outlets have arisen, particularly as 
intermediates to chlorofluorocarbon aerosol pro- 
pellants and refrigerants. 


16.20 Over-the-Counter Pharmaceuticals. F-D-C Re- 
ports, August 5, 1957, pp- 3-4. [D.R.] 

Annual volume on over-the-counter pharmaceuti- 
cals may soon equal the over-half billion dollar 
business done on advertised proprietary medicines, 
thus providing “a promising new market potential 
for development by all segments of the drug trade 
—pharmaceutical manufacturers, drug wholesalers, 
chains, and independent retailers.” 

Until now, this potential has been “largely un- 
explored, unexploited, unattended, and even un- 
noticed by those closest to it.” 

Sales executives of pharmaceutical manufacturing 
companies are beginning to tackle the problem of 
developing merchandising techniques required to 
promote over-the-counter ethicals properly. 

Some drug chains and independent druggists al- 
ready are stocking certain o-t-c pharmaceuticals 
alongside comparable proprietary medicines in their 
self-service display areas. A few chains have also 
included o-t-c items in their newspaper advertising. 


16.21 Cashing in on the Color Rage. Chain Store 
Age, drug executive's edition, September, 1957, 
p- 69. [D.R.| 


Some chains are now devoting up to 40 per cent 
of the space in their hair goods departments to hair 
coloring products. This results from the develop- 
ment in 1950 of new improved hair coloring items 
and techniques, which opened up a tremendous 
market that has maintained a steady rate of growth 
ever since. 

Hair coloring products come in almost twenty- 
five different shades—with black and brown shades 
accounting for about 25 per cent of the business. 
Blonde shades represent about 15 per cent, but are 
steadily increasing in importance. 

The best customers are women between the ages 
of 35 and 40, because that is the age at which hair 
begins to turn gray. But chain store managers re- 
port that their customers range in age from 16 to go. 

The average purchase is about $i—and is re- 
peated nine or ten times a year as the customer 
keeps pace with the growth of new hair. 


17. MERCHANDISING 


17.1 Expanding the Market for California Long 
White Potatoes. H. M. Ellsworth, Marketing 
Survey Report No. 14, Bureau of Markets, 
State of California Department of Agricul- 
ture, 1957, 28 pp. [J-s.w.] 


This study is reminiscent of the Maine Potato 
Growers, Inc. with a shift in locus. The marketing 
problem here is: “How can the California Long 
White industry minimize its disadvantages of great 


distance from eastern markets and maximize its 
advantage of having the light soil and irrigation fa- 
cilities required to produce well-formed long pota- 
toes?” 

Field surveys revealed a number of problem areas: 
immature and bruised potatoes, poor shipping prac- 
tices, and faulty merchandising at the retail level. A 
number of recommendations were made aimed at 
lessening abuses which are affecting the demand for 
these potatoes. Several suggestions were made in the 
area of sales promotion including encouragement of 
retailers to stock Long Whites earlier in the season, 
use of point-of-purchase sales aids in retail stores, 
employment of field merchandising men to call on 
wholesalers and retailers, and the development of a 
program of advertising and publicity. 


17.2 Survey on Merchandising California Prunes in 
Retail Food Stores. Walter J. Englund, Mar- 
keting Survey Report No. 13, Bureau of Mar- 
kets, State of California Department of Agri- 
culture, 1956, 51 pp. 


While Dr. Dichter and the MR boys claim that 
they have liberated the prune, this report indicates 
that research of an older, more prosaic type is still 
being conducted in order to find ways of stimulating 
demand for the fruit. Field research was conducted 
in 340 stores located in ten widely-scattered Ameri- 
can cities. Ideas obtained from the food trade are 
reported; they revolve around two principal causes 
of variations in prune sales among comparable re- 
tail stores: ‘(1) differences among consumers in the 
extent of their use of prunes; and (2) differences 
among stores in the way they offer prunes for sales.” 

Five concrete recommendations for better prune 
merchandising in retail stores are given: 


1. Merchandise prunes as an impulse item rather 
than a staple item. 

2. Locate prune displays at an early stage of the 
customer traffic flow. 

3. Avoid dead spots and ambiguous associations 
in selecting the display site. 

4. Let the customers decide the package types 
and sizes and fruit sizes the store should carry. 

5. Arrange prune displays so that only the broad- 
est surfaces of the packages face the customers. 


17.3 Effective Label Redesign Gives You Multi-Ben- 
efits. Food Engineering, February, 1958, pp. 
84-85. [J.s.w.] 

Nestlé recently changed the label for its Decaf 
Coffee in order to dramatize improved product 
quality and to build a base for a merchandising 
campaign leading to national distribution. This 
short article provides a neat little case study of the 
forces leading to package redesign and the steps 
followed in carrying out such a program. A number 
of changes, small when considered separately, are 
combined to bring about a package undoubtedly su- 
perior in its selling qualities. 
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17.4 Customer Response to Trading Stamps. T. O. 
Ellsworth, Dolores Benjamin and Herman 
Radolph, Journal of Retailing, Winter 1957- 
1958, pp. 165-169. [S.c.H.] 

Four hundred and fifty New York City grocery 
store customers (interviewed in stamp issuing store) 
revealed that the majority saved stamps, redeemed 
them infrequently (usually for hard goods and 
appliances rather than for textile merchandise), and 
expressed a preference for cash discounts over 
stamps. 


18. PRICES AND PRICE POLICIES 


18.1 Creative Pricing—Policy or Accident? Fred C. 
Foy, The Conference Board Business Record, 
November, 1957, pp. 520-524. [J-M.R.] 


Creative pricing (Senator Kefauver would call it 
“administered” pricing) should be the result of 
company policy—not accident. It must have plan 
and method—not be based on hunches, emotions, or 
misinformation. Special allowances, unreasonably 
long credit terms or under-the-table rebates have 
no place in sound creative pricing. 

A sound pricing policy should (1) give weight to 
the real use value of the company’s products; (2) 
recognize the company’s twin obligations as seller 
and buyer (there should be integrity and consistency 
at both ends of the enterprise); (3) provide for 
price reductions that flow from fundamental im- 
provements in production but not for opportunistic 
price cutting. 

The author agrees that price is the vehicle to 
get the product on the market but cautions that to 
assume it is the sole stimulant to demand is un- 
realistic. He agrees that a function of pricing is to 
recover the costs of production and distribution, but 
he includes “invisible costs” such as deficiency in 
depreciation recovery resulting from inflation; pro- 
vision for erosion in technology where a new process 
may make an installation obsolete long before it is 
worn out; recovery of research and development 
expenditures, including projects which failed. Fi- 
nally, Mr. Foy recognizes that providing a reason- 
able return on the investment is a pricing function 
but a “reasonable” return will depend on a com- 
pany’s state of development, growth potential, capi- 
tal needs, rate of obsolescence, and special economic 
climate. 

In short, creative pricing must recognize supply 
and demand conditions but it must also provide for 
progress and growth. 


18.2 Why and How Price Cutting Develops in the 
Retail Drug Field. American Druggist, March 
10, 1958, pp. 9-10. [D.R.] 


American Druggist sought to find out what factors 
are responsible when price cutting becomes ram- 
pant among the drug stores in an area. The market 
selected was Detroit, where heavy price cutting has 
shown up recently. 


On-the-spot investigation in independent and 
chain drug stores, and in other outlets handling 
drug store products, shows that, even though the 
Michigan fair trade law was killed in 1952, heavy 
price cutting did not show up for a long time. 

The current outbreak of price cutting appears to 
have developed last fall when the big automobile 
companies in the area began laying off employees. A 
major conclusion of the study is that price cutting 
appears to flourish when consumer incomes are 
curtailed, and retailers feel they must play up “bar- 
gains” in order to satisfy the increased price-con- 
sciousness of their customers. 


18.3 Price Determination Theory in the Pharma- 
ceutical Industry. Dr. Joseph D. McEvilla, 
Drug and Cosmetic Industry, January, 1958, 
PP- 34, 35, 104-106. [D.R.] 

The pharmaceutical industry, Dr. McEvilla says, 
shows an “oligopolistic’ market structure—that is, 
one in which a small number of companies of com- 
parable size produce a significant part of the total 
industry output. 

In such a structure, he says, “the sales of all other 
firms within the industry are influenced by the 
prices charged by any one of the leading firms. The 
members of the industry are quick to recognize 
that increases in their prices—other than increases 
resulting from increased labor and raw material 
cost which would affect all members of the industry 
—reduce the quantity of goods they sell. Price cuts 
by any one member of the industry are quickly 
followed by like reductions by other members, and 
result in no increase in total sales.” 


18.4 Is Fair Trade on the Way Out? Aaron Stern- 
field, Dun’s Review and Modern Industry, 
February, 1958, pp. 33, ff. [R.L.c.] 


In this article the author indicates that fair trade 
has been losing ground steadily and that there are 
many manufacturers who are not displeased. It is 
an interesting and factual account of the history of 
fair trade. 

The author concludes that all signs point toward 
the eventual demise of fair trade—for the courts, 
law-making bodies, manufacturers, retailers, and 
consumers are helping to speed the event. He states 
that fair trade is not dead yet, but is dying. 


18.5 Discount Selling by the ‘Legitimate’ Retailers. 
Robert E. Dodge, Journal of Retailing, Win- 
ter 1957-1958, pp. 182-18. [s.c.H.] 


One hundred fifty interviews with Eugene, Ore- 
gon, consumers from three income strata suggest 
that substantial percentages purchased major ap- 
pliances on a discount basis, that high and middle 
income consumers were considerably more likely to 
buy at a discount than were low income ones, and 
that traditional “discount houses” accounted for a 
very small portion of the total discount sales. 
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20. RESEARCH AND RESEARCH TECHNIQUES 


20.1 An Analytic Solution of the Warehouse Prob- 
lem. Stuart E. Dreyfus, Management Science, 
October, 1957, pp. 99-104. [W-L.] 


The problem considered is the determination of 
the optimal pattern of purchasing, storage and 
sales given a warehouse of fixed capacity, and an 
initial stock of a product subject to known seasonal 
fluctuations in selling price and cost. The dynamic 
programing approach is employed and the paper 
shows that the solution can be determined analyti- 
cally with numerical results obtained via recursive 
formulas. The results established are: 


1. The optimal period stage return is a linear 
function of initial stock having coefficients 
depending on costs and selling prices. 

. At any stage the optimal policy is independent 
of the initial stock at that stage. 

. The structure of the optimal policy always 
takes the following form: do nothing for the 
first K stages and then fluctuate between a 
full and empty warehouse for the rest of the 
process. 

. Using simple recurrence relations for the co- 
efficients of the linear return function, the 
policy and return can be calculated. 


20.2 7.3% of Drug Sales Spent on Research. Ameri- 
can Druggist, October 21, 1957, p. 26. [D.R.] 


- A study of pharmaceutical manufacturers’ re- 
search expenditures, made by the American Drug 
Manufacturers Association, shows that such spend- 
ing totaled $127,000,000 in 1957, compared with 
$110,000,000 in 1956. The 1956 expenditure ac- 
counted for 7.3 per cent of manufacturers’ total 
sales that year. 

Conducted by the association at the request of 
the National Institutes of Health, the study dis- 
closed that most of the companies expect to step 
up research expenditures considerably in the next 
five years. Two-thirds of the companies figure their 
rescarch spending in 1962 will exceed the 1957 fig- 
ure by 50 per cent or more. 

Of the $127,000,000 spent on research in 1957, 
about $114,000,000 went into the companies’ own 
research laboratories. The balance went to educa- 
tional institutions, foundations, hospitals, and com- 
mercial laboratories. 


20.3 The Non-Reader in a Magazine Readership 
Survey. Bryant Kearl, Journalism Quarterly, 
Fall 1957, pp- 475-480. [W.L.] 

In calculating readership for a given article, 
readership studies generally omit persons who 
failed to read the particular issue of the publication. 
If non-readers differ in any significant way from 
readers, conclusions based on such calculations 
could be misleading. In an analysis of a farm maga- 
zine readership study, definite differences in the 


socio-economic characteristics of the two groups 
were brought out. Thus a most useful part of a 
readership study could be an investigation of the 
characteristics of non-readers. This information 
could guide advertising plans and might result in 
reducing the number of non-readers. Effective use 
of readership data demands that researchers learn 
more about non-readers. 


20.4 A Supplementary Bibliography on Linear Pro- 
gramming. Harvey M. Wagner, Operations 
Research, August, 1957, pp. 555-563. [W.L.] 


Here is a list of 193 items which supplement the 
extensive bibliography on linear programing com- 
piled by F. Virginia Rohde and presented in the 
February, 1957, issue of Operations Research. 


20.5 Expectations and Undesired Inventory. Edwin 
S. Mills, Management Science, October, 1957, 
105-109. [W.L.] 

Businessmen and economists are concerned with 
the degree of deviation between the desired and 
actual levels of company inventories. Such a meas- 
ure would provide businessmen with some indica- 
tion of the future trend of business and give econo- 
mists an idea of business expectations. This paper 
presents a model for determining the amount of 
undesired inventory in the economy from market 
data. 

Mills makes an assumption that the firms make 
output decisions at the beginning of each period 
based on forecasts of demand and that output is 
unchanged during the period. Both a micro and 
macro model are derived. The concept of undesired 
inventory is closely related to firms’ expectational 
errors. 


20.6 Nielsen Camera Index Launched. The Nielsen 
Researcher (A. C. Nielsen Co.), February, 
1958, p. 6. [R.L.C.] 


The need for additional marketing research in 
the photographic industry has resulted in the re- 
cent inauguration of the Nielsen Camera Index. 
Extension of this new and separate Nielsen service 
will help both manufacturers and dealers in this 
field in the maintenance of their sales and profit 
position—through better product development and 
promotion geared to findings derived from a close 
study of the market. 


20.7 Activities and Services of the Federal Govern- 
ment in Distribution Research—A 
Report. President's Conference on Technical 
and Distribution Research for the Benefit of 
Small Business, U. S. Department of Com- 
merce, September, 1957, p. 60, 40 cents. [K.A.c.] 


This comprehensive, neatly annotated check list 
of the classes of government sources of marketing 
data should prove useful both to the neophyte and 
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to the experienced user of Government data. ‘These 
listings include (Part I) 45 major periodic statistical 
programs, ranging from population and housing to 
foreign trade and prices; (Part II) 33 broad eco- 
nomic analyses and industry study programs, rang- 
ing from the economics of the construction indus- 
try to business population studies and farm-retail 
price spreads; (Part III) go research programs on 
operations and markets, ranging from marketing 
institutions, channels, practices, laws and methods 
of distribution and utilization of radioisotopes and 
consumer preference studies and consumption esti- 
mates. 

Part V lists 15 government agencies which will 
provide special assistance or counseling to individual 
firms—for instance, special sub-tabulations of Cen- 
sus data. Part IV outlines for fifteen government 
agencies the ways they publicize availability of new 
marketing information. 


20.8 A Demand Curve for Luxuries. Martin |. Beck- 
mann, Trabajos de Estadistica, First Quarter, 
1957, PP- 23-27- [S.J-S-] 

The author describes a new type of demand curve 
which may have practical application in the pre- 
diction of the behavior of consumers when in the 
market for luxuries. 

Income, price, and an assumed hierarchy of con- 
sumer wants are the principal factors used in the 
new mathematical model, which was developed by 
the author through a combination of N. Georgescu- 
Roegen’s theory of demand with that of Farrell's 
threshold approach. This demand curve is, in all 
essential respects, the very opposite of Pareto’s 
demand curve. 

According to the author, one remarkable con- 
clusion that can be deduced from the new model is 
that the demand for a given grade, K, of a luxury 
commodity depends only on the prices of grades 
not below K. In particular, the demand for the top 
grade is a function of its own price only. 

However, the author points out that his demand 
curve for luxuries is based upon an “assumed hier- 
archy of wants”, and that empirical measurement is 
necessary to justify its use in preference to demand 
curves developed by others. 


20.9 Sampling Without Replacement from Finite 
Populations. Enrique Cansado, Trabajos de 
Estadistica, First Quarter, 1957, pp. 3-11. 
[s.J.S.] 


This article is of particular interest to marketing 
research workers who are interested in refinements 
in sampling techniques for market surveys. Using 
techniques and concepts that are standard in the 
exposition of calculus of probability, the writer 
reviews and illustrates the recent contributions to 
the general theory of sampling without replacement 
from finite populations. The writer analyzes the 
contributions of Narain, Horowitz, Thompson, 
Yates, and Grundy. 


20.10 Experiments in Discrimination. N. Gottman 
and H. I. Kalish, Scientific American, Janu- 
ary, 1958, pp. 77-82. [T.U.] 


When pigeons were taught to respond to a 
light of a given color, as indicated by the rate at 
which they pecked for a food reward, it was found 
that small changes in the exact color of the light 
caused a substantial decrease in the pecking rate. 
Greater departures from the original color resulted 
in further decreases in the pecking rate. These de- 
creases in response to the stimulus were independ- 
ent of the color to which the pigeons had originally 
been trained. Extensive documentation and graphs 
are presented to support these findings. 

Although the authors do not suggest any correla- 
tion between the behavior of pigeons and humans, 
many market researchers will wonder if they should 
not pay more attention to the exact reproduction 
of colors and other established attention-getting 
devices used in packaging and advertising. 


20.11 Las Tecnicas de los Estudios de Mercado en 
Europa. Giorgi Berni, 4dministracion, Febru- 
ary, 1957. Pp- 4-7- [S-J-S.] 


This article describes some of the developments 
in the growth of consumer opinion research in post 
World War II Europe. Prior to the war, few Euro- 
pean marketing societies were interested in con- 
sumer surveys. Today an increasing number of 
companies in England, West Germany, France, 
Switzerland, Holland, and Italy are organizing for 
consumer research. 

Currently a campaign is under way to enroll 
European marketing research technicians into the 
supernational organization, ESOMAR (European 
Society for Opinion Surveys and Market Research). 
Among other things ESOMAR has set up a research 
center with a library that contains more that 4,000 
books and a large number of European marketing 
case problems. 

Also, under the auspices of ESOMAR, a market- 
ing code of ethics has been developed and is to be 
published in a handbook along with other informa- 
tion on European marketing rules and regulations. 


20.12 Eight Pitfalls in Market-Testing New Prod- 
ucts. The Management Review, February, 
1958, pp. 58-59. [J-M-R.] 


This digest of an article appearing in Commerce, 
December, 1957, by A. C. Nielson, Jr. cites the fol- 
lowing errors commonly committed in test-market- 
ing new products: 


1. Failure to select an average market. 

2. Failure to develop a successful promotional 
program. 

. Over-spending on promotion in the test mar- 
ket. This over-promotion often takes the form 
of too frequent sales calls, excessively high 
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trade stocks, and the non-typical use of major 
corporate executive sales efforts in the test 
market. 

. Failure to measure the total market. 

5. Failure to measure all sales influencing factors. 

. Failure to allow enough time for a conclusive 
test. 

. Failure to expose products 
counter attack. 

. Failure to use proper store auditing procedures. 


to competitive 


21. RETAILING 


21.1 Marketing’s Coming Readjustment to Low- 
Margin Retailing. E. B. Weiss, The Execu- 
tive, January, 1958, pp. 15-16. [J.M.R.] 


Mr. Weiss’ thesis is that the discount house is 
here to stay—not because of list pricing or advertis- 
ing but because of too much spread in margins 
through the marketing structure down to the ulti- 
mate consumer. The reality of the discount house 
imposes on manufacturers the need to change down- 
ward their pricing schedule, reshape their marketing 
channels, and more compellingly pre-sell their 
brands. 

Among current trends in discount retailing, the 
author indicates: the chain concept is rapidly taking 
hold; more luxurious store units are appearing: 
discounters are broadening their inventory classifi- 
cations; the discount house is advertising more and 
extending credit. Mr. Weiss suggests the possibility 
that in a few years, discount houses will be offering 
most, if not all, of the department store's services. 
One might ask when is a discount house not a 
discount house? After all, services add to operating 
costs. 


21.2 Franchising: The Coming Pattern in Distribu- 
tion. Alfred Gross, The Management Review, 
October, 1957. pp- 45-46. [J-M.R.] 


The author posits the franchise system as one of 
the new marketing techniques transforming the 
structure of American retailing. 

The supplier has lower sales costs, the author 
claims, and a “captive market,” he can standardize 
operations and build a reputation for quality; he 
can exert more control over the retailing of his 
ware. On the other hand, dealers may become overly 
dependent upon the supplier and the latter may be 
tempted to add more lines than he would normally 
carry. 

The retailer gets immediate identification and a 
quick share of the supplier’s good will; professional 
help (accountants and architects) and exclusive ter- 
ritories are added benefits. But some retailers com- 
plain that they overpay for their merchandise and 
suffer smaller margins; reduction in_ territory 
through the opening of new dealerships is also 
cited as a criticism of the system by retailers. 


21.3 Super Valu Study: Part I. Progressive Grocer, 
January, 1958, pp. S-1 to S-16. [J.s.w.] 


With this study, Progressive Grocer adds substan- 
tially to its contributions in the area of basic data 
for the food retailing industry. The Super Valu 
Study was preceded by the Providence Public Mar- 
ket Study in 1950 and the Foodtown Study in 1955, 
both landmark investigations. In the present case 
$1,729,000 sales in six stores over a three-month 
period were analyzed. The study involved the han- 
dling of more than 200,000 IBM cards and 75,000 
invoices for the more than 5,000 different items 
sold by these six retail outlets of the Super Valu 
food chain, located in Minnesota. 

The January issue, the first of an eight-part series, 
is concerned with sales and margins by product 
groups. The contribution of each of 610 product 
groups to total dollar sales, and unit sates and 
dollar margin are given. 

An interesting table shows how an average 
customer spends $100 in Super Valu supermarkets. 
All in all, there is a wealth of valuable data con- 
tained in this part of the study, data which will be 
extremely useful to the student and practitioner of 
marketing alike. 


21.4 Which Shelf Sells Best? Super Market Mer- 
chandising, November, 1957, p. 118. [W.L.) 


A brief report is made of a study conducted by 
Theodore W. Leed, Ohio State University specialist 
in food merchandising. Several sizes and brands of 
canned coffee and salad dressing were displayed for 
one week on each of four shelf levels. Sales records 
indicated practically no difference among the selling 
power of various levels. 


21.5 Grand Union to Open Super, Super Markets. 


Super Market Merchandising, 
1957, pp. 86-87. [w.1.] 


Grand Union has launched a pioneering retailing 
venture, the one-stop food-and-good center which 
will sell all types of merchandise at supermarket 
prices. In addition to the two stores opened at 
Albany, New York, and Kearnsburg, New Jersey, 
g other units ranging in size from 35,000 to 90,000 
square feet are scheduled to be opened within 16 
months. The move is based on the succesful results 
recorded in experiments with non-food items at 
the Kearnsburg market, which devoted half of its 
42,000 square feet to these items. This market was 
not only successful in selling basic flat goods, men's 
and women’s sportswear, glassware, major appli- 
ances, etc., but realized an increase in food sales in 
excess of the company average. 

The Grand-way Saving Centres are designed to 
compete with all retailers including discount houses. 
It offers the housewife all her daily needs for the 
family and home under one roof. Even time pay- 
ment programs are offered on high-ticket items. 
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Company officials believe that improved packaging 
of non-goods will be one result of Grand Union’s 
venture. 


21.6 The Personality of the Retail Store. Pierre 
Martineau, Harvard Business Review, Janu- 
ary-February, 1955, pp. 47-55- [J-M-R.] 

Where the customer goes and what she buys 
depends to a great degree on the subjective at- 
tributes that are part of the store image—atmos- 
phere, status, personnel, other customers. This is 
Mr. Martineau’s thesis. 

Various reasons are cited for the increasingly 
vital part played by the store image in battle for 
trade: the rise of new types of competition; the 
increase in discretionary purchasing power; the 
stratified nature of suburban communities; the shift 
from a philosophy of security and saving to one of 
spending and immediate satisfaction. 

Elements of the advertisement lend themselves by 
extension to the store itself—art work, tone, and 
typography. Readers will be particularly intrigued 
by Mr. Martineau’s warning against being all things 
to all people and by his discussion of the possible 
conflict of store images in a suburban shopping 
center. 


21.7 Facts About New Supers Opened in 1957. Curt 
Kernblau, Super Market Merchandising, Jan- 
uary, 1958, pp. 75-82. [w.L.] 

This article reports the results of a study by the 
research director of Super Market Institute of 147 
new supermarkets opened in 1957. Data are re- 
ported on sales volume, actual vs. estimated sales, 
store size, parking, type of location, trading area, 
building costs a: 1 leasing arrangements, display 
cases and checkouts and customer transactions. The 
average volume realized by the new markets in 1957 
was that of an annual rate of $2,000,000. These 
supermarkets averaged 22,000 square feet in size and 
typically faced co.:petition from three other mar- 
kets. Sixty per cert of the stores are doing less busi- 
ness than expected, the new units produce sub- 
stantially smaller sales per square foot than the 
older supers, the parking lots are getting bigger 
and new shopping centers are the most popular 
locations. 


21.8 Discount House Super Consistently Undersells 
Chains, Price Study Finds. Max D. Snider, 
Morris L. Sweet, and S. George Walters, Food 
Topics, February 17, 1958, pp. 16, 18. [J.s.w.] 


Recently some discount houses have entered into 
the food retailing field. This study reveals that 
leading food chains in the Lehigh Valley were 
charging from four to 11 per cent more for com- 
parable food items than Two Guys from Harrison, 
a discount operation. Whether this situation is a 
temporary phenomenon or the forerunner of a 


fundamental change in food distribution will be 
something to watch and to study. 

Some of the problems encountered in the addi- 
tion of the new line by Two Guys are discussed. 
Obviously, the transition from soft and hard goods 
retailing to the handling of food, especially perisha- 
bles, is not an easy one. 


21.9 Trend Toward Carrying Big-Ticket Items 
Grows in Drug Trade. American Druggist, 
March 10, 1958, pp. 5-8. [D.R.] 


A nationwide study of all types of drug stores, in 
all sections of the U. S., finds that significantly 
large numbers of druggists are now stocking “big- 
ticket” items—products that sell at higher than 
normal drug store prices and produce higher-than- 
normal margins. A principal reason for the trend is 
the desire of druggists to replace some of the 
volume which they have been losing to supermar- 
kets on health and beauty aids. 

Examples of big-ticket items that have caught on 
in the drug field include these: 

Movie cameras in 22,120 drug stores—or 43.8 per 
cent of the total. 

Clocks and watches in 46,245 stores—or 91.5 per 
cent of the total. 

Portable coolers in 12,295 stores—or 24.3 per cent 
of the total. 

Electrical items in 20,607 stores—or 40.8 per cent 
of the total. 


21.10 Status of Health and Beauty Aids in Drug 
Stores. Report by Selling Research, Inc., New 
York City. [D.R.] 


A survey of 250 druggists throughout the country 
included this question: “Food stores, with limited 
choice of brands, have shown sizable gains in health 
and beauty aid volume. Would it be practical for 
you to stock only your leading brands?” 

The question was answered “no” by 70.76 per 
cent of the druggists, while 22.44 per cent said 
“yes.” The remaining 6.80 per cent were undecided. 

The survey also showed that 94.3 per cent of the 
druggists feel that their present range of brands 
on health and beauty products is vital or helpful in 
building traffic. Only 5.7 per cent felt that the range 
of brands is unimportant in this connection. 

Asked if they plan any action in the next six 
months on the number of brands they carry, 86 per 
cent said “no.” g.1 per cent said they planned to 
increase the number of brands they carry, while 
4-9 per cent said they planned to decrease it. 

\ 
21.11 Self-Service Drug Store Does 53% More Vol- 
ume than Conventional Unit. American 
Druggist, February 24, 1958. pp. 5-7. [D.R.] 

In its 7th annual study of the growth of self- 
service in the retail drug trade, American Druggist 
reports on data supplied by drug chains with re- 
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spect to sales in self-service and clerk-service units. 
The data shows that the average clerk-service chain 
drug store in 1957 did a volume of $250,096—com- 
pared with $382,647 for the average self-service 
chain drug store. The self-service figure is 53 per 
cent greater than the clerk-service total. 

The survey shows that, as of early 1958, 15,092 
drug stores—or 29.9 per cent of all drug stores in 
the nation—were on self-service. This represents an 
increase of 17.3 per cent over early 1957. 

American Druggist and those participating in the 
survey define a self-service drug store as one in 
which 50 per cent or more of the selling area is 
devoted to merchandise displayed on fixtures which 
are completely accessible to customers. This defini- 
tion is considered realistic for the drug trade, be- 
cause such departments as prescription, fountain, 
and several others can never be on self-service. 


21.12 Chains Plan to Maintain Record Pace in 1958 
Building. Chain Store Age, January, 1958, pp. 
182-188. [D.R.] 


In its 19th annual construction and moderniza- 
tion survey, Chain Store Age finds that retail chains 
in the U. S. plan to build a total of 9,350 new stores 
during 1958. Of these, 4,275 will be built in shop- 
ping centers. 

In addition, chains plan to remodel a total of 
11,550 existing units during 1958. 

The total expenditures represented by the 
planned new stores and the planned remodelings 
amount to $1,348,000,000. 


21.13 Drug Stores Filled 561,260,000 Prescriptions 
in 1957, Setting A New Record. American 
Druggist, March 24, 1958, pp. 5-9- [D.R.] 


Drug store prescription business in 1957 amounted 
to $1,643,436,000—an all-time record, and a 12.1 per 
cent increase over 1956. 

American Druggist’s annual prescription survey 
shows that this volume was done on 561,260,000 
prescriptions—at an average price of $2.93 each. 

A highlight of the facts reported by the survey is 
that the average physician last year wrote 100 more 
prescriptions than the year before. The basic reason 
for this was that hundreds of new products were 
introduced during the year—most of them repre- 
senting important therapeutic advances. 

American Druggist reports ?lso that physicians 
are showing less and less hesitancy about prescribing 
new, higher-priced pharmaceuticals because they 
are aware that these newer products are usually 
more effective than earlier drugs were. 


21.14 Masters Scoffs at Chain Operation of Non- 
Foods. Food Topics, February 3, 1958, pp. 2. 

[J-S.w.] 
The president of a large discount house, Steve 
Masters, points out errors in the nonfood activities 


of food chains. For one thing, second and third 
brand names, or private labels, are being featured. 
Furthermore, nonfood items are not being sold at 
discount but subject to full margins. The strategy 
is to use the excess to permit low margin pricing of 
food items, but such a policy is a departure from 
the basic underlying merchandising philosophy of 
supermarket retailing. Until substantial commit- 
ments of floor space are made to nonfoods, no seri- 
ous threat to the discount house is to be found in 
supermarket sale of this type of good. 

A table of operating data for the Masters firm is 
a worth-while part of the article. 


21.15 Discount House Leans Heavily on Super for 
Concepts but Presses on in New Areas. Food 
Topics, February 17, 1958, pp. 2, 22-23, 25. 
[J-S.w.] 

The similarities and differences between super- 
markets and discount houses are shown, primarily 
through operational descriptions of the Korvette 
and Two Guys from Harrison companies. Self-serv- 
ice, low markup, one-stop shopping, adequate park- 
ing, physical layout, advertising and sales promotion 
are conceptually the same for both types of mar- 
keting institution. On the other hand, location, 
type of management, and the emphasis placed upon 
loss-leaders by discounters provide significant dis- 
tinguishing characteristics. The discount house has 
adopted the supermarket plan and adapted it to 
fill a somewhat different consumer need. 


22. RISK 


22.1 Fate of New Prescription Products is Deter- 
mined in 90 to 180 Days. Weekly Pharmacy 
Report, December 23, 1957, pp. 1, 2. [D.R.] 


David D. Stiles, market development director of 
Abbott Laboratories, reports that most prescription 
products which attain a “profitable level of sales” 
do so by the sixth month following their introduc- 
tion. Mr. Stiles defines a profitable prescription item 
as one which shows up a minimum of five times in 
every 10,000 prescriptions written. 

Mr. Stiles bases his report on the continuing sur- 
vey of prescriptions which he has been conducting 
for Abbott for the past seven years. Prescriptions 
covered by the survey are collected from drug stores 
by students in twenty-three pharmacy colleges 
throughout the U. S. 

In a similar report, Harry Knox, of Market Re- 
search Associates, says that the fate of a new pre- 
scription product is determined within the first 
three months after its introduction. He bases this 
on an analysis of the marketing progress of sixty- 
eight products studied by his company. He advises 
pharmaceutical manufacturers to concentrate their 
promotion of new products during the first and 
second months after launching. 


4 
2 

7 

& 


90 THE JOURNAL 


OF MARKETING 


July 1958 


23. SALES MANAGEMENT (including Salesman- 
ship) 


23.1 Sales Management in the Field. Robert T. 
Davis, Harvard Business Review, January- 
February, 1955, pp- 91-98. [J-M.R.] 

As a result of comprehensive study of field super- 
vision, Professor Davis concludes that sales ex- 
ecutives have underestimated the importance of 
local managers or have taken their performance for 
granted. 

Strong field managers (1) provide a liaison be- 
tween the home office and the salesman; (2) give 
salesmen personal support when they need it; (3) 
contribute to salesmen’s knowledge of selling tech- 
niques, product characteristics, and proper work 
habits; (4) their good-will calls on customers are 
positive pre-selling influences; (5) help identify and 
bring along for advancement salesmen with man- 
agement potential. 

The author found that managers were strongest 
in the mechanics of the job (personal selling, 
trouble shooting, running an office) and in human 
relations with customers and superiors; they were 
weakest in analysis, planning, and human relations 
with subordinates. In this connection, Professor 
Davis shows that salesmen’s key relationships are 
with customers, superiors, and colleagues; a man- 
ager’s key relationships are with subordinates, su- 
periors and colleagues. 

Four influences shape field management perform- 
ance: personal experience; characteristics of the 
industry and product; local situation; superior’s 
expectations (the most significant influence). 


23.2 Credit Session at Sales Meetings Pays Divi- 
dends. Credit and Financial Management, 
Dec. 1957, pp. 8-11, 29, 30. [W.L.] 

Nine credit managers representing such well- 
known firms as General Tire and Rubber Company, 
Westinghouse, and Crown 7Zellerbach, present their 
views on having credit sessions at sales conferences. 
Such accruing benefits as closer cooperation between 
sales and credit, improvement in credit practices, 
and a better understanding of credit policy and 
procedures prove that the expenditure of time and 
effort on sales-credit conferences is worth-while. 


23.3 Behind Today’s Sales Call: More Reciprocity, 
More Service, More Cost. Chemical Week, 
January 25, 1958, pp. 58-60. [J-K.M.] 

The current national chemical sales situation is 
characterized by rugged competition, marked growth 
in reciprocity and increasing demands for rush 
delivery, stepped-up solicitation, fringe services and 
sales gimmicks. 

Reciprocity appears to be the most pronounced 
trend, with most of the deals being arranged by 
top-level executives. Such sales agreements are hard 


to sell against and the firm making its own raw 
materials finds little opportunity to make competi- 
tive reciprocal offers. 

Supplier services are also becoming a problem. 
Demands for rush shipments are rising because of 
increased spot buying as well as higher year-end 
inventory adjustment. Pressure for packaging modi- 
fications, and other special services is also expected. 
Special services and sales gimmicks, however, are 
felt by many firms to push profits down and will 
be held to a minimum when possible. 

Sales staffs are expected to increase somewhat, in 
an effort to reduce territory size and increase sales 
call frequency. Concentration on the big accounts 
will probably also result, with more firms using 
distributors for small volume business. 

Generally, the pressure of service, competition, 
and coverage will push marketing costs up. Pre- 
dictions are for some increase in salesman com- 
pensation. Travel costs may remain steady but the 
expense of customer and technical services, as well 
as promotion, will probably be larger. 


23.4 Piercing Logic Barrier To Increased Sales. 
Chemical Week, January 4, 1958, pp. 56-57. 
[J-K.M.] 


Union Carbide now has a new four-week training 
course which is designed to help resolve the difficul- 
ties in blending human relations and logic into an 
effective sales approach. 

The course differs from conventional programs by 
providing a systematic method of sales problem 
analysis and emphasizing human relations to pro- 
duce maximum persuasiveness. Credit, purchasing, 
development, and advertising personnel are in- 
cluded, as well as trainees and salesmen. 

Apparently, tangible results are quickly felt, for 
the two initial pilot groups in the course have been 
expanded to include every member of the sales 
and credit force. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Distribution Must Be in Stride with Great In- 
creases in Production Capacity. Arno H. 
Johnson, N.A.R.D. Journal, December 2, 
1957, PP- 22, 23, 39°44. [D-R.] 

The purchasing power represented by the number 
of customers available to the average retail drug 
store in 1957 was $5.5 million—or 414 times the 
$1.3 million available to the average drug store in 
1940. 

But, says Mr. Johnson, who is vice president of 
J. Walter Thompson Co., the pool of purchasing 
power available to the average drug store in 1968 
will amount to $9,000,c00—representing an oppor- 
tunity two-thirds greater than in 1957. 

This presents a challenge to the drug and toilet 
goods industries, Mr. Johnson says, because con- 
sumer expenditures for drugs and toiletries in re- 
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cent years have failed to keep pace with the growth 
in other types of consumer purchases. 


24.2 Sees New Drug Sales Rising to $675-Million 
Level By 1962. Drug Trade News, December 
2, 1957, p- 24- [D.R.] 


Of the $2,500,000,000 market for drug and phar- 
maceutical products expected by 1962, about 25 per 
cent will be accounted for by new categories of 
products, according to Carl Setterstrom, of Chas. 
Pfizer & Co. 

He suggests that the total market in 1962 may 
break down this way, so far as leading product 
types are concerned: 


Propeistary remedies $600,000,000 
Antibiotics $345,000,000 
Vitamins, hematinics ................ $230,000,000 
Tranquilizers, hypertensives ......... $170,000,000 
Hormones $115,000,000 
Biologicals $ 92,000,000 
Hypnotics, sedatives $ 69,000,000 


24.3 Cautious Optimism Tinges ’58 Outlook. Chem- 
ical Week, December, 1957, pp- 74-75. 78- 
[J-K.M.] 


Results of a recent survey of U. S. chemical 
specialties makers provide an encouraging picture. 
Seventy-one respondents reported good, though un- 
spectacular growth for the industry in 1957, and a 
cautiously optimistic outlook for 1958. 

Sales were better in 1957, according to 67 per 
cent of respondents, while 14 per cent said things 
stayed about the same. While these results con- 
trasted unfavorably with 1956, 65 per cent of the 
specialties makers feel that 1958 sales will top those 
of last year. To meet this expected rise in business, 
43 per cent plan increases in production facilities. 
Most of these firms are figuring on 20-25 per cent 
expansion, although a few expect to raise output as 
much as 50 or 100 per cent. About 85 per cent of 
these expanding firms will use reserve funds and 
8 per cent will use bank loans. 

As in the 1956 survey, six general product areas 
were covered: (1) waxes and floor finishes; (2) aero- 
sols; (3) automotive; (4) disinfectants and sanitizers; 
(5) household insecticides; (6) soaps, detergents, 
sanitary chemicals. About 70 per cent of the firms 
queried have multi-category products, compared 
with 66 per cent in 1956. 

Comparing the 1957 and 1956 surveys, it seems 
that more specialities makers (58 per cent) are 
making all their own products. Another 36 per cent 
make some, farm others out, while 6 per cent do no 
manufacturing at all. In 1956, the percentages were 
35, 55 and 10, respectively. Another trend indicated 
by nearly 60 per cent of the respondents was the 
concentration in the industry in a few large firms. 

In their efforts to satisfy the consumer's appetite 
for something new, novel or better, 77 per cent of 


respondents plan to launch at least one new product 
in 1958. 


26. STATISTICAL DATA 


26.1 The Glass Industry—1957. H. E. Simpson, The 
Glass Industry, January, 1958, pages 17-26, 
52-54. [T.U.] 

This is a comprehensive annual review of all that 
was new in the glass industry in 1957. Although 
major emphasis is given to new glass products it 
also contains many 1957 production figures. 

Flat Glass production (plate and sheet) declined 
about 10 per cent from 1956 largely as a result of 
increased imports. The principal new products in- 
troduced in 1957 were “Spandrelite” and “Vitrolux” 
(both are ceramic enameled plate glass in a wide 
range of colors, and used in curtainwalls to fill the 
areas between the windows), and “Solargray” and 
“Parallel-O-Grey” neutral grey transparent plate 
glasses designed to reduce the transmission of 
visible light and solar heat. 

Glass Container usage over the past 16 years has 
increased faster than either population or disposa- 
ble income. Glass occupies third place among pack- 
aging materials. The production of container ma- 
terials is reported to be: paper and fiber 44 per 
cent, steel 21 per cent, glass 8 per cent, wood 5 per 
cent, plastics 5 per cent, and aluminum 2 per cent. 
Because the re-use of glass is high (milk bottles 
make 31 trips, soft drink bottles 26 trips, and beer 
bottles 21 trips) it is stated that in 1956, 77.0 billion 
glass containers “went to market” as compared to 
41.7 billion made of steel. Trends in the popularity 
of various kinds and shapes of glass containers are 
given for 1956 versus 1957. 

Glass Fiber sales are estimated to have exceeded 
200 million dollars in 1957. Several new glass fiber 
products are described. Some of them are: tool 
handles, pre-saturated yarns, insect screen, packaged 
ceilings, acoustical board and crush-proof neckties. 

Glass Blocks have been given new glamour by the 
addition of color (blue, green, yellow and coral). 
Their transparency, or light transmission, is about 
25 per cent. Production of glass blocks in 1957 was 
about the same as in 1956—a record year. 

The production of glass for use in electronic fields 
such as radios and television equaled the records 
established in 1956. Three charts show the quantity 
and value of radio tubes and television picture tubes 
produced over a period of several years. 


26.2 Influence of New Orders on Sales. The Con- 
ference Board Business Record, September, 
1957, PP- 424-427 and October, 1957, pp. 454- 
457- [J-M-R.] 

The rate of new orders for durable goods placed 
with manufacturers is considered one of the best 
indicators of general business conditions. In order 
to put in numerical form the relationship between 
order backlogs and sales, the Conference Board has 
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run a series of corre!at.ons between sales, as the 
dependent variable, and new orders, as the inde- 
pendent vari#ble. For to:al durable new orders and 
sales the closest re'ationshi» was found when new 
orders were leading by (wo months. 

However, the pattern varies in subindustries: ma- 
chinery sales in any given month are influenced 
most by orders in the second, third, fourth, and 
fifth preceding months; in the primary metals in- 
dustry the highest correlaiion is achieved with cur- 
rent month's sales and current month's new orders; 
in fabricated metals, sales in a given month seem to 
be most influenced by new orders in the preceding 
month. Moreover, the Board study points out that 
changes in the ratio of new orders to sales result 
not only from changes in the volume of new busi- 
ness, but also because of changes in the composition 
of new orders, as between long-lead-time goods and 
short-lead-time goods. 

This will be useful reading for those having an 
interest in sales forecasting. 


26.3 Estimates of the Population of the United 
States, by Age, Color, and Sex, July 1, 1955 to 
1957, Bureau of the Census, Series P-25, No. 
170, December 18, 1957, p. 14, 25 cents. [K.A.G.] 


In seven years the total population has increased 
by 13.3 per cent. However, the 18-24 years age 
group (college age, plus) dropped 4.7 per cent; and 
the 5-13 years age group increased by 35.5 per cent; 
the 65 year age group and over increased by 21.0 
per cent. The under-5-years age group increased by 
18.4 per cent. 

Whites increased 12.6 per cent, non-whites by 
18.9 per cent during this period. 

The number of males per 100 females (98.2 in 
1957) dropped 1.0 during these seven years. (6.2 
since 1900). 

A dozen tables explore these trends in considera- 
ble detail. 


26.4 Housing Characteristics: Household with Tele- 
vision Sets in the United States, April 1957. 
Bureau of the Census, Series H-121, No. 4, 
October 29, 1957, p- 4, 10 cents, [K.A.G.] 


Anyone using television as an advertising medium 
and anyone selling television or related products 
should find this report significant. However, there 
are no state or county figures. It analyzes differences 
by years, by size of place, by regions (4), and sub- 
regions (g), and whether in or out of standard net- 
work areas, in percentages of homes with no TV, 
one TV, 2 TVs, etc. 


27. STORAGE AND PACKAGING 
27.1 Packaging. Stores, October, 1957, 
[J-s-w.] 


In a recent mail survey conducted by the National 
Retail Dry Goods Association, the majority of 345 


pp- 21-60. 


retailers responding reported that the packaging 
(by manufacturers) of soft goods meant lower mark- 
downs, easier stockkeeping, faster sales, more im- 
pulse sales and lower handling costs. In some in- 
stances, larger sales also resulted through the use 
of the multiple-item packaging principle. 

This “report to management” examines rather 
critically many recent developments in packaging, 
“the new dimension in retailing.” The analysis is 
from the viewpoint of department and _ specialty 
store operators. Two serious problems are odd- 
shaped packages and the odd-shaped, single-purpose 
self-selection fixtures they require. Many stores are 
placing restrictions on their use. Although it is 
admitted that a manufacturer gains a decided com- 
petitive advantage from a distinctive package de- 
sign, store managers feel that competition in pack- 
aging should stop short of eccentric shapes and 
sizes. 


27.2 How Good a Salesman Is Your Package? The 
Management Review, January, 1958, pp. 34-35- 
[J-M.R.] 


In this abstract of an article from Packaging 
Parade, Ernest Dichter sets forth packaging con- 
siderations derived from motivational research. To 
fulfill its increasingly important sales role, the 
well-designed package should offer the consumer 
convenience (in bulk and weight), adaptability (to 
domestic storage requirements), security (assurance 
and quality), status or prestige (the act of purchase 
is an expression of the consumer's personality), de- 
pendability (reliance on the manufacturer), and 
esthetic satisfaction (pleasure in the design, odor, 
and shape of the package). 

While on display the package must “reach out"— 
it must break through the brand fog created by the 
many competing products on the shelf; it must 
provoke uninterrupted inspection by the consumer; 
it must “disappear” 7 some point so as to permit 
the product to come forward to become the “figure” 
that is seen, related, and remembered. 

A good package, Dichter asserts, expresses product 
personality in a dramatic, easily recognizable way; 
a bad package contradicts, underplays, or under- 
mines a product's personality. 


27.3 Supermarket Operators Tell 7 Ways to In- 
crease Sales Through Better Packaging. Food 
Business. November, 1957, pp- 13, $2- [J-S-W-] 


Top executives of food organizations operating 
5 per cent of the nation’s supermarkets were asked 
their opinions about packaging. For the average 
million-dollar supermarket it was felt that better 
packaging could help in three ways: increase sales 
as much as $75,000; bring about cost savings up to 
$45,000; bring extra net profits of $2,300. Their 
specific recommendations for increased sales were: 


1. better use of color 
2. more multi-packs 
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. greater variety of sizes 

. larger sizes 

- more product-in-use pictures 

. better use of brand names 

. better pictures of product itself 


Dor vo 


A check-list of definite packaging problems for 
every supermarket department is given, as well as a 
compilation of retailers’ wishes in package improve- 
ment. The packaging revolution apparently is still 
with us. 


28. TEACHING OF MARKETING 


28.1 Significant Trends and Developments in the 
Postwar Period. Malcolm P. McNair, in Com- 
petitive Distribution in a Free High-Level 
Economy and Its Implications for the Uni- 
versity, ed. Albert B. Smith (Pittsburgh: Uni- 
versity of Pittsburgh Press, 1958), pp. 1-25- 
[R.L.C.] 


In this paper Professor McNair develops in a 
meaningful manner the increasingly important and 
critical nature of the task to be performed by retail 
distribution. His treatment is both from the point 
of view of consumer satisfaction and from the point 
of view of effective functioning of the economy. He 
indicates the need for universities and top retail 
management to consider more seriously their re- 
sponsibilities in working together to provide train- 
ing in executive leadership in the field of retail 
distribution. 

Also included in this volume are comments on 
Professor McNair’s seminar address by several out- 
standing men in the field of retailing. These are 
Associate Dean Ira D. Anderson of the School of 
Commerce, Northwestern University; Dean Charles 
M. Edwards, Jr., of the School of Retailing at New 
York University; Mr. C. Virgil Martin, Vice Presi- 
dent and General Manager of Carson Pirie Scott & 
Co.; and Dr. Reavis Cox, Food Fair Stores Founda- 
tion Professor of Marketing at the Wharton School, 
University of Pennsylvania. 


29. THEORY OF MARKETING (including Com- 
petition) 


29.1 Cooperatives and Agricultural Integration. 
News for Farmer Cooperatives, Reprint 150, 
Farmer Cooperative Service, U.S.D.A., Febru- 
ary, 1958. [J-K.s.] 

This is a collection of four articles reprinted from 
the Farmer Cooperative Service’s monthly magazine, 
News for Farmer Cooperatives, on the timely sub- 
ject of agricultural integration. In the lead-off 
article of the series, Orlin J. Scoville, U.S.D.A., dis- 
cussed what integration means to agriculture in 
general. This was followed by an article by Martin 
A. Abrahamsen, U.S.D.A., on what business integra- 


tion means to cooperatives. In a third article, L. N. 
Thompson, General Manager of the Poultry Pro- 
ducers of Central California, shows how this as- 
sociation has been successfully working under an 
integrated plan for many years. The final article 
included in the reprint is by Beryle Stanton, 
U.S.D.A., and highlights reports given by Farmer 
Cooperative Service staff members on a joint semi- 
nar with Federal Extension Service on the problems 
and possibilities of integration in their respective 
fields. 


31. TRANSPORTATION 


31.1 Eight Washers at a Time Via Mechanical 
Order Picking. Distribution Age, January, 
1958, pp- 36-37. [W-t.] 

Sears, Roebuck and Company were faced with 
the problem of transferring 100,000 different com- 
modities, from 10,000 factories, through 1,000 dis- 
tribution and selling facilities. The use of efficient 
physical distribution techniques, including mechan- 
ical handling, resulted in cost savings, faster retail 
deliveries, increased output by order pickers, and 
made possible economies in the construction of 
future warehouses. For example, the use of fork 
lifts for handling only three major appliance items 
resulted in a reduction of labor costs by $209,000 in 
one year. The procedure adopted at the company’s 
Retail Pool Stock Warehouse in Chicago, a storage 
and distribution point for such items as major ap- 
pliances and furniture, is described. 


31.2 Costing Practices in Physical Distribution. 
John H. Frederick, Distribution Age, January, 

1958; pp. 53, 96. [W.L.] 
Usually cost systems are not planned to show 
separately the expenses of physical distribution. 


- Therefore, manufacturers have a hard time calculat- 


ing these handling costs. Generally, costs of receiv- 
ing, storing, and delivery are lumped with produc- 
tion costs. When goods are stored in public ware- 
houses, however, the manufacturer knows his exact 
handling costs. 

The principal factors considered by public ware- 
houses in arriving at storage and handling charges 
are: value of the commodity and services required, 
whether or not the item is fragile, possible liability 
of warehouseman, volume of business offered by the 
commodity, possibility of damaging other goods, 
difficulty in handling, specific protection required, 
necessity of isolating items, and piling require- 
ments. 

Public warehouses offer a range of services that 
few manufacturers could provide themselves. The 
facilities are flexible, can be tailored to customer 
needs, and relieve the overhead cost burden. Other 
advantages of using public warehousing are ex- 
plored. 
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32. WHOLESALING 


32.1 On Warehousing Problems. William Prager, 
Operations Research, August, 1957, Pp- 504- 
512. [W.L.] 


Warehouses are operated for the purpose of 
storing seasonal commodities. The capacity limits 
are known. At the beginning of a number of 
periods (months) the product can either be bought 
for storage at a known price or sold from storage 
at a known quantity-dependent price. In any month 
the selling price is supposed to have a constant 
value up to a certain number of units and a lesser 
constant value for additional units. The warehous- 
ing problem then becomes one of the pattern of 
buying, storing, and selling to adopt to maximize 
profits. Prager points out, therefore, that the ware- 
housing problem is really a distribution problem 
and develops a procedure for its solution. 


33. UNCLASSIFIED 


33.1 Strategies for Diversification. H. Igor Ansoff, 
Harvard Business Review, September-Octo- 
ber, 1957, pp- 113-124. [J-M.R.] 

In this article, the author seeks to relate diversifi- 
cation to the over-all growth perspectives of man- 
agement, establish reasons which lead a company to 
prefer diversification to other growth alternatives, 
and trace a relationship between over-all growth 
objectives and special diversification objectives. 

Because Mr. Ansoff’s background is in mathe- 
matics and physics, social scientists will find his 
approach somewhat new but thought-provoking as 
well. His illustrative charts are new and interesting 
as well as his consideration of qualitative and quan- 
titative evaluations. 

He cites four basic growth strategies: (1) market 
penetration: business performance is improved by 
increasing sales volume to present customers or by 
finding new customers for present products; (2) 
market developmeni: expanding business by adapt- 
ing present product line (with some product modi- 
fications) to new “missions” (markets); product 
development: increased volume in the present “mis- 
sion” or market, through products that have new 
and different characteristics which will improve 
performance; (4) diversification: growth through 
simultaneous departure from present product line 
and present market structure. 


33.2 Doctor’s Dissertations in the Marketing Field 
Completed at the Following Universities and 
Colleges, October 1956-October 1957. 

(Compiled by Robert H. Cole) 


ALABAMA, UNIVERSITY OF 
Nation, Warren B.; Schwegman Brothers; A 
Study of Supermarket Growth and its Economic 
Significance; June, 1957. 


ARKANSAS, UNIVERSITY OF 


Meador, Rowe Morgan; An Analysis of the Little 
Rock Metropolitan Area Wholesale Market 
with Special Attention Given To Some Prac- 
tices of Wholesalers Within the Market; June, 
1957- 

Williams, Franklin Springer; An Investigation of 
Possible Differences in Cost Structure and 
Methods of Operation Occurring Among Ar- 
kansas Drugstores; June, 1957. 

Mosley, William Wiley; An Analysis of the Effect 
of Lint Cleaning on the Grade and Bale Value 
of Cotton in the Arkansas Delta, 1954 and 1955 
Crops; 1957- 


CALIFORNIA, UNIVERSITY OF 


Seltzer, Raymond Eugene; The Competitive Po- 
sition of the Los Angeles Cattle Market; 1957. 

Smith, Cecil Nuckols; An Economic Analysis of 
the Eastern Apple Industry; 1957. 

Thor, Eric; The Application of Economic-Engi- 
neering Techniques in Planning of Fruit and 
Vegetable Packing Plants with Special Refer- 
ence to Citrus; 1956. 

Thuroczy, Nicholas; Economic Analyses of Multi- 
ple Pricing Plans for United States Barley: 1957. 


CHICAGO, UNIVERSITY OF 


Oakes, Ralph H.; Prices Paid for Some Fair 
Traded Items in Different Types of Chicago 
Stores 1953-55; March, 1957. 

Tull, Donald S.; An Examination of the Hypothe- 
sis that Advertising Has a Lagged Effect on 
Sales; December, 1956. 

Jung, Allen F.; Estimation of the Variation in 
Costs to Retail Buyers of Automatic Washing 
Machines; August, 1957. 

Masek, John; A Study of the Usefulness of Moti- 
vation Research in Improving the Efficiency of 
Direct Mail Selling Efforts; August, 1957. 


HARVARD UNIVERSITY 
Carson, David; Executive Development in Super- 
market Chains; June, 1957. 
Enright, Ernest John, Jr.; Planning and Adminis- 
tering Test Marketing Campaigns for New 
Products; June, 1957. , 


ILLINOIS, UNIVERSITY OF 

DeBoer, Lloyd M.; Segmental Market Analysis: 
An Analysis of Intra-market Behavior; June, 
1957- 

Newcomer, Hale A.; The Industrial Development 
of Mexico, 1945-55; March, 1957. 

Spivey, Clinton; An Evaluation of Experience 
Rating in Unemployment Compensation; May, 
1957- 


INDIANA UNIVERSITY 


Edwards, Nylen W.; The Urban Traffic Conges- 
tion and a Solution: With Special Reference to 
Mass Transit; September, 1957. 
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Grathwohl, Harrison L.; The Impact of Trading 
Stamps on Retail Advertising and Pricing Prac- 
tices in Indianapolis, Indiana; September, 1957. 

Hartley, Joseph R.; The Effects of the St. Law- 
rence Seaway on Grain Movements; June, 1957. 

Larson, Ronald R.; The Impact of Trading 
Stamps on Consumers in Indianapolis, Ind.; 
September, 1957. 

Lowe, Howard D.; The Location of Non-Retail 
Functions and Their Relative Importance in 
the Central Business District of Madison, Wis- 
consin; June, 1957. 

McCammon, Bert C., Jr.; The Effect of Trading 
Stamps on the Operations of Indianapolis Re- 
tailers; September, 1957. 

Paranka, Stephen; An Economic Analysis of Mass 
Transit Operations in the United States; June, 
1957- 


IOWA STATE COLLEGE 


Easley, Eddie V.; An Application of Linear Pro- 
gramming to the Study of Supply Responses in 
Agriculture; September, 1957. 


IOWA, STATE UNIVERSITY OF 
Erickson, Leo Gilbert; Some Aspects of the Ex- 
perimental Approach in Marketing, with Par- 
‘ ticular Reference to Its Role in Pricing; June, 
1957- 
Wolf, Jack S.; A Theoretical Approach for Space 
Planning in Department Stores; August, 1957. 


LOUISIANA STATE UNIVERSITY 
Chuchart, Chaiyong; Rice Marketing in Thailand; 
August, 1957- 


MINNESOTA, UNIVERSITY OF 

Knudtson, Arvid C.; An Analysis of Processing 
Costs in Specialized Butter Plants Receiving 
Whole Milk; Fall, 1957. 

Juers, Linley E.; An Economic Analysis of the 
Operating Costs of Butter-Powder Plants With 
Particular Reference to the Problems of Joint 
Costs; Fall, 1957. 


NEW YORK UNIVERSITY 

Copulsky, William; Methods of Forecasting 
Chemical Commodity Demand; 1957. 

Harris, Eleanor Cureton; Product Development 
as an Operation Aided by Statistical Methods; 
1957- 

Marshak, Seymour; Night-Openings: Asset or Lia- 
bility? Suggested Research Methodology Ap- 
plied to Levittown, Pennsylvania Trading Area; 
1957- 


NORTH CAROLINA STATE COLLEGE 
‘ Billingsley, Ray Verne; Programming Grain 
Movements To Determine Optium Storage Loca- 
tions in North Carolina; 1956. 
Henry, William Ray; Optimum Shipping Patterns 


and Intermarket Price Relationships for Com- 
mercial Broilers; 1956. 


NORTHWESTERN UNIVERSITY 
Stockman, Lynn H.; The Influence of Consumer 
Deals on Urban Household Purchases of Butter, 
Margarine, Vegetable Shortening, and Salad 
and Cooking Oils in Metropolitan Chicago; 
August, 1957. 


OHIO STATE UNIVERSITY, THE 


*Alton, Aaron J.; Formation of Prices by Whole- 
salers in Specified Lines of Business; 1956. 

*Lazer, William; An Analysis and Evaluation of 
the Marketing of Textile Clothing by Western 
Canadian Manufacturing; Spring, 1956. 

*Shaw, Roy T.; An Evaluation of Certain Factors 
Affecting Policies and Procedures of Selected 
Retail Credit Bureaus; 1955. 

*Sheehan, James C.; Credit Insurance from the 
Policyholder’s Point of View; 1956. 


PITTSBURGH, UNIVERSITY OF 


Doutt, John T.; The Marketing of Paints and 
Varnishes in the United States; (1850-1955); 
June, 1957- 

Brown, William M.; An Analysis of the Pittsburgh 
Wholesale Produce Market; August, 1957. 


PURDUE UNIVERSITY 


Minden, Mary Beth; The Consumption and Im- 
plication for Consumer Education Programs; 
January, 1957. 

Oesterle, Eric C.; A Financial Analysis of Inde- 
pendent Food Stores in Indiana; June, 1957. 
Puterbaugh, Horace L.; Farm Enterprise Selec- 
tion by Linear Programming; January, 1957. 
Wilmot, Charles A.; Retailer Attitudes Toward 
Wholesaler-Retailer Integration and Possibili- 
ties of Increasing Retail Efficiency Through 

Management Assistance; August, 1957. 


STANFORD UNIVERSITY 
Cox, John R.; The Cooperative Marketing of 
Almonds: A Critical Analysis of the Marketing 
Policies of the California Almond Growers; 
April, 1957- 


WASHINGTON, UNIVERSITY OF 


Barron, J. Frederick; Valuation of Inventories for 
Income Tax Purposes; August, 1957. 

Darbyshire, Leslie; The Competitive Position of 

. Imported Automobiles on the American Mar- 
ket; May, 1957. 

Mark, Shelley M.; Price Control in Hawaii: A 
Regional Interindustry Approach; December, 
1956. 


* Previously reported as dissertations completed 
at Northwestern University. This was in error, and 
should have been credited to the Ohio State Uni- 
versity. Ed. 
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Legal Developments 
in Marketing 


KENNETH J. CURRAN, Editor 


Editorial Staff: ARTHUR T. Dietz, Emory University 
Henry D. Ostrserc, New York University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) new cases which consti- 
tute inore or less routine reaffirmation of well-estab- 
lished rulings; and (3) decisions handed down by in- 
ferior courts which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 


specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


- REGULATION OF PRODUCT CHAR. 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 
. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 
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IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


. PROCEDURAL AND MISCELLANEOUS 
DEVELOPMENTS 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. Crown Zellerbach Corporation, FTC Dkt. 
6180, CCH © 26,923 (December, 1957). [K.J.C.] 


Although the Celler anti-merger amendment to 
section 7 of the Clayton Act is now over seven 
years old, little is known about its application to 
our economy, for it is still in an early stage of 
interpretation by the Federal Trade Commission 
and by the courts. A recent Commission order re- 
quiring the Crown Zellerbach Corporation to get 
rid of a competing company acquired some years 
ago was accompanied, for the first time in an 
amended section 7 case, by an opinion which throws 
a little light on this matter. More than anything 
else, however, this opinion shows how slowly the 
Commission’s machinery operates and what little 
advantage in that regard it has over the mechanism 
of the courts. What advantage the Commission’s 
procedure offers the country must rest on its claim 
to greater competence in judging economic ques- 
tions and not to a more expeditious routine. 

In the Summer of 1953, Crown Zellerbach ac- 
quired substantially all of the stock of St. Helens 
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Pulp and Paper Company, and in February, 1954, 
the Commission filed a complaint charging that the 
stock acquisition violated section 7. The subsequent 
years were absorbed by hearings before an examiner 
and by a review of his rulings by the full Commis- 
sion. Thus well over four years have been absorbed 
by the Commission since the merger occurred, and 
there is, of course, the possibility of an appeal to 
the courts and the loss of more time. 

The opinion of the Commission, written by Com- 
missioner Edward T. Tait, sounds like any court 
decision in an antitrust suit, and there is nothing 
in it to indicate what, if anything, the amended 
section 7 has added to the Sherman Act. 

The hearing examiner had found that the merger 
tended to lessen competition. This finding, Crown 
Zellerbach charged, was a mistake arising from the 
use of too narrow a concept of the market with 
respect to both the product and the area. The ex- 
aminer had concerned himself with the impact of 
the merger on the sale of coarse paper (wrapping, 
bag, and sack paper) in the eleven Pacific and 
Rocky Mountain states. Crown Zellerbach con- 
tended, on the other hand, that he should have 
considered the impact on the sale of a much broader 
category of papers over an area embracing all of 
the states west of the Mississippi at least. Such a 
widening of the market, product-wise, and area-wise, 
would have diluted the apparent economic effects 
of the merger. The Commission, however, sided 
with its examiner. It ruled that the coarse papers 
were a distinct product line with similar end uses 
and that the eleven western states constituted a 
natural market for this product separated from the 
rest of the country by high transportation costs. 
The effect of the acquisition, as a result, might be 
to lessen competition, for the sales of the merged 
companies, amounting to over 60 per cent of the 
total in this restricted market, constituted a domi- 
nant share. 

The Commission's order requires Crown Zeller- 
back to dispose of St. Helens, but because Crown 
Zellerbach had sunk some $14 million into improve- 
ments to St. Helens’ property it permits the Cor- 
poration to draft a plan for compliance by which 
it may retain some of the improvements made. 
However, a complete entity must be restored to 
competition and the Commission will not accept a 
piecemeal sale of St. Helens’ former properties. 


2. United States v. Bethlehem Steel Corpora- 
tion, et al., CCH € 68,914 (D.C. S. N.Y., January, 
1958). [K.J.c.] 

One of the most important antitrust cases on the 
docket of the courts is the suit by which the United 
States seeks to enjoin the proposed merger of Beth- 
lehem Steel and Youngstown Sheet and Tube—the 
second and sixth largest firms in the steel industry. 
This suit has been brought under the amended 
section 7 of the Clayton Act on which it may help 
to throw some light. 


The Government received a set-back in this suit 
when a federal district court refused its request for 
a summary judgment—i.e., a judgment based on 
established facts without a trial. The court’s refusal 
was not explained on the usual ground that some 
of the facts of the case were in dispute. Rather, its 
insistence upon a trial arose from the complexity 
and importance of the case—the vast amount of 
factual material to be analyzed, the economic im- 
pact the decision may have on the steel industry 
and on the country, and the delicate matter of in- 
terpreting the overhauled section 7. The court 
quoted the Supreme Court to the effect that “.. . 
summary procedures, however salutary where is- 
sues are clear-cut and simple, present a treacherous 
record for deciding issues of far-flung import. .. .” 
(Kennedy v. Silas Mason Co., 334 U.S. 249.) 


3. United States v. United Fruit Company, CCH 
€ 68,941 (D.C. E. La., February, 1958). [K.J.c.] 


The suit brought by the United States against 
the United Fruit Company in 1954 charging the 
monopolization of the banana business was settled 
by a consent decree that demonstrates that such a 
decree can at times be a little rough on the com- 
pany concerned. The explanation of the outcome 
undoubtedly is that United Fruit, which controls 
60 per cent of North America’s banana business, 
felt itself vulnerable and saw little chance of a 
court victory. The impact of the decree is, however, 
greatly mitigated by the fact that the main divesti- 
ture provision requiring the creation of a new 
competitor need not be fully accomplished until 
1970, by which time United Fruit, minus its di- 
vested properties, may well be as large as it is 
today. 

The main provision of the decree, which is op- 
erative only when approved by United Fruit’s stock- 
holders, requires the Company to set up a competi- 
tor out of its assets with a productive capacity of 9 
million stems of bananas a year—about one-third 
of United Fruit’s present imports into the United 
States and about equal to the capacity of United 
Fruit’s largest competitor according to Business 
Week (February 15, 1958). This new competitor 
must be fully equipped not only with producing 
lands but with terminal and shipping facilities and 
a functioning management if the new company does 
not go to a purchaser able to supply it. Contrary 
to most dissolution decrees, the stock of the new 
competitor may be lodged in the hands of United 
Fruit’s own stockholders—an arrangement compati- 
ble with competition only because of their large 
number and comparatively small holdings. 

Other provisions of the decree require United 
Fruit to give up ownership of a banana railroad in 
Central America and a banana jobber in the United 
States. A variety of provisions prevent United Fruit 
from raising road blocks in the way of competitors 
and from co-operating with them to eliminate com- 
petition. 
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B. Collusive Practices 


1. United States v. National Malleable and Steel 
Castings Company, et al., CCH 4 68,890 (D.C. N. 
Ohio, November, 1957). [K.J-c.] 


In formulating policy, American businessmen are 
acutely conscious of the antitrust laws. This aware- 
ness is the natural result of some sixty-eight years 
of Sherman Act enforcement. Consequently, only 
the most careless leave behind explicit evidence of 
collusion, and the Government must often build an 
antitrust case on a chain of circumstances. But 
economic circumstances are subject to varying in- 
terpretations, some innocent and some damaging. 
For example, price uniformity may arise from agree- 
ment, or it may be the result of intense competi- 
tion and a standardized product. In a like manner, 
the absence of new entries into an industry may 
indicate deliberate exclusion, or it may only be the 
result of the absence of economic inducements. Thus 
the outcome of a case will often depend upon the 
subjective interpretation by the court of the eco- 
nomic circumstances, and it is here where the 
courts could well do with some expert economic 
analysis which they are seldo1a competent to supply. 

The suit of the Government against the National 
Malleable and Steel Castings Company and other 
manufacturers of railroad couplings well illustrates 
these facts. The Government had what its attorney 
described as a “circumstantial case” proving joint 
action among the members of the industry to fix 
prices, allocate business and exclude new competi- 
tion. From 1916 to 1944 the industry operated under 
a trust agreement, and apparently price setting and 
market sharing were then fairly open. However this 
arrangement was abandoned in the latter year 
because of the fear that it made the industry legally 
vulnerable. After 1945, however, there was an ac- 
knowledged price leader in the industry, cost in- 
formation was shared among the firms, reciprocal 
plant visits were made, patents were cross-licensed 
and a joint mechanical committee handled certain 
common technical problems. To the Government, 
this pattern of behavior indicated a continuation 
of the former cooperation by new means, for it did 
not appear to be the behavior of competitors. Judge 
Connell, however, saw these circumstances in quite 
a different light. He was impressed by the evidence 
of competition in changes that had occurred in the 
various companies’ respective shares of the market. 
To him it was quite natural for the rest of the in- 
dustry to follow the prices of the leader—National 
Malleable and Steel Castings Company—for they 
could not charge more for the same thing, and if 
they charged less National would have met their 
reductions. The fact that National provided its com- 
petitors with its price lists was only a mark of 
courteous behavior. The exchange of cost informa- 
tion was merely a way to get costs down, and re- 
ciprocal plant visits were made to improve opera- 
tions in the industry. Finally, the absence of new 


venture capital, which appeared suspicious to the 
Government, was the result of the unpromising con- 
dition of the industry which “never looked as good 
to venture capital as it seems to appear to the plain- 
tiff.” So the Court acquitted the defendants on all 
charges and turned them away with a glowing 
tribute to their worth. 


2. Miller Motors, Inc. v. Ford Motor Company, 
CCH 68,937 (CA-4, January, 1958). [K.J.c.] 


The Ford Motor Company co-operative advertis- 
ing arrangement, under which it imposed on its 
dealers a portion of the cost of regional advertising, 
has survived an attack in court by a disgruntled 
dealer who was out to collect treble damages. 

Ford’s co-operative advertising arrangement 
worked somewhat in the following manner. Lin- 
coln-Mercury dealers who valued their franchises 
joined regional Lincoln-Mercury Dealers Advertis- 
ing Funds (LMDA’s). These LMDA’s were created 
with a large assist from Ford and possibly on its 
initiative. Nevertheless, they possessed a certain 
amount of autonomy. Each LMDA elected its own 
directors, received the contributions of its members 
via the Ford Motor Company which tacked them 
on to the invoice prices billed the member-dealers, 
and decided upon the advertising agency to manage 
its campaign. In actual practice, however, all 
LMDA’s chose the same agency (Kenyon and Eck- 
hardt) which was the agency handling Lincoln- 
Mercury institutional advertising. 

The charge brought by the plaintiff-dealer was 
that Ford had violated the Sherman Act by entering 
a conspiracy with the LMDA’s to shift from its 
shoulders to those of its dealers the cost of advertis- 
ing Mercury and Lincoln cars. Although the evi- 
dence was not conclusive as to whether the LMDA’s 
were wholly the creatures of the Ford Company, it 
was clearly proven that membership in these organi- 
zations was compulsory and withdrawal would re- 
sult in loss of franchise. Nevertheless, the Court 
found no violation of the law, partly because of the 
degree of independence the various LMDA’s ex- 
ercised in spending their advertising funds, but 
primarily because no one had shown just where or 
how trade had been restrained or competition less- 
ened. Concerning commerce in automobiles, the 
purpose and usual effect of advertising is to pro- 
mote and enlarge trade rather than restrain it. Con- 
cerning the advertising agency business, although 
it is true that all of the LMDA’s had thrown their 
custom to the same agency, Ford had no financial 
interest in that agency and no reason to promote 
it at the expense of competing agencies. Thus this 
case was not parallel, as the plaintiff had main- 
tained, to that against General Motors in which 
General Motors was convicted for forcing its dealers 
to handle installment financing through its sub- 
sidiary, the General Motors Acceptance Corpora: 
tion. 
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Ill. REGULATION OF PRICE COMPETITION 
A. Price Discrimination 
1. Federal Trade Commission v. Standard Oil 
Co., 78 S.Ct. 369 (January, 1958). [A.T-p.] 


From time to time through the years court deci- 
sions have seemingly marked the end of this ac- 
tion. Now the United States Supreme Court con- 
siders it again, seven years after its first ruling on 
the issues involved, and once more one is tempted 
to say the issue is finally settled. 

In 1951 the Supreme Court held that the Clayton 
Act, as amended by the Robinson-Patman Act, pro- 
vides the discriminating seller a complete defense 
if its lower price is made in good faith to meet a 
lawful and equally low price of a competitor. The 
Federal Trade Commission, however, did not drop 
the matter. It argued that the reduced prices of- 
fered to certain oil dealers were not made in good 
faith to meet competitors’ lawful offers. Rather 
discrimination was practiced pursuant to a pricing 
system. Large retailers were classified as jobbers 
and given discounts without regard either to their 
actual distributive function or to the extent of the 
cost savings resulting from their quantity purchases. 
The fact that competitors may follow the same 
system merely means that they too are discriminat- 
ing illegally. As reported in the October, 1956, issue 
of this section, the Court of Appeals had little pa- 
tience with this argument. The court concluded that 
the discriminatory prices were not part of an il- 
legal pricing system but reductions made under 
pressure of threats to change suppliers. 

The lower court is upheld by a 5-4 majority. The 
majority decides that the issue is a question of fact 
and the lower court fairly assessed the record. The 
dissenters view the decision with alarm as a crip- 
pling handicap to the enforcement of public policy. 


2. Nashville Milk Co. v. Carnation Co., 78 S.Ct. 
352 (January, 1958). 


Safeway Stores, Inc. v. 
(January, 1958). [A.7.D.] 


Vance, 78 S.Ct. 359 


The Clayton Act gives private parties the right to 
sue for treble damages or injunctive relief from 
practices forbidden by the antitrust laws, defined 
in that act to include the Sherman Act, sections of 
the Wilson Tariff Act, and the Clayton Act itself. 

Now two private suits are based on Section 3 of 
the Robinson-Patman Act. This section adds to the 
law by providing penal sanctions and prohibiting 
selling “at unreasonably low prices for the purpose 
of destroying competition.” Conflicting decisions in 
lower courts brought before the Supreme Court 
the question of whether Section 3 of the Robinson- 
Patman Act is a part of the Clayton Act and thereby 
an antitrust law. 

A 5-4 majority holds that it is not. Both the ma- 
jority and minority rely on legislative history, and 
their opposite conclusions indicate that the issue 


has never been completely clear. The fact that the 
House Judiciary Committee included Section 3 
among the antitrust laws in the United States Code 
adds further to the confusion. 

The Department of Justice has never enforced 
the criminal provisions of Section 3. If private par- 
ties may not take action under the section it has, as 
the dissenters argue, in effect been repealed. The 
minority concludes, “It is apparent that the op- 
ponents of the Robinson-Patman Act have eventu- 
ally managed to achieve in this court what they 
could not do in Congress.” Now S. 3079, a bill 
to make Section 3 an antitrust law, has been intro- 
duced. The next move is up to the Congress. 


B. Resale Price Maintenance 


1. Union Carbide and Carbon Corp. v. Bargain 
Fair, Inc., CCH © 68,920 (Ohio Supreme Ct., Janu- 
ary, 1958). [A-T.D.] 


The trend against fair trade continues. Here Ohio 
joins the list of states finding fault with non-signer 
provisions. The Supreme Court of Ohio notes the 
- Various arguments and decisions pro and con. Then 
“without analysis it overthrows the non-signer pro- 
vision of the Ohio Fair Trade Act on standard 
grounds. 

According to the Court, the provision represents 
an unauthorized exercise of police power and con- 
flicts with the due process provision of the Ohio 
Bill of Rights in two respects. Sellers are not al- 
lowed to dispose of their own property as they 
choose, and legislative power and discretion are 
delegated to private persons. 

In a concurring opinion it is argued that the 
court was not called upon to decide the constitu- 
tional question. The retailer signing the basic fair 
trade contract for the good involved, Prestone anti- 
freeze, did so without any legal consideration or 
benefit to him. A promise without any legal con- 
sideration is not a contract. Therefore, there exists 
no basis for an injunction against a non-signer price 
cutter and no constitutional issue. This thought 
could lead to interesting attempts to find another 
loophole in the fair trader's armor. Otherwise, this 
decision is important but not startling. 


2. Johnson and Johnson, Inc. v. G.E.M. Sun- 
dries Co., Inc., CCH © 68,936 (CC Hawaii, October, 
1957)- 

Sunbeam Corp. v. Gem Jewelry Co., Inc., 
CCH § 68,875 (DC Hawaii, December, 1957). [A-1.D.] 


Fair trade is facing problems not only in the states 
but also in the territories. In these cases Hawaii's 
Fair Trade Act is voided by a federal district court 
and an Hawaii circuit court. Resale price mainte- 
nance is inconsistent with the Sherman Act except 
as permitted first by the Miller-Tydings Act and 
later by the McGuire Act. These acts amended Sec- 
tion 1 of the Sherman Act, applicable to interstate 
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commerce. They did not amend Section 3, applica- 
ble to the territories. As a result the usual argu- 
ments about non-signers need not be considered 
here. Fair trade legislation in the territories has 
never been validated. 

The question of privity of contract was raised in 
both cases, and on this score the courts disagree. 
The district court holds that Sunbeam is endeavor- 
ing to enforce statutory rights, and privity is not 
pertinent. The circuit court holds that privity is 
pertinent; in fact, Johnson and Johnson could not 
enforce its statutory rights even if the Hawaiian 
Fair Trade Act were valid. Johnson and Johnson 
signed a fair trade contract with a retailer. Sales 
were made through distributors, but a resale pric- 
ing contract was not signed by any of them. Dis- 
tributors may sell to any retailer at any price, and 
they place no restriction on the retailers. Since there 
is no privity of contract between manufacturer, 
distributor and retailer, resale price maintenance is 
not enforceable against non-signers. 

It is doubtful if this conflict will add to the woes 
of fair traders, for prudence in drawing up fair 
trade agreements can avoid the dangers implied in 
the privity doctrine. However, the same prudence 
suggests a re-examination of present contracts to 
avoid future embarrassment. 


g. Cluett, Peabody & Co., Inc. v. J. W. Mays, 
Inc., CCH 4 68,922 (N.Y. Supreme Ct., App. Div., 
January, 1958). [A.T.D.] 

Cluett, Peabody established fair trade prices on 
some but not all of its trade-marked men’s shirts 
and duly gave notice to its customers in New York 
State and to the trade generally. The defendant 
retailer was not a regular customer but did pur- 
chase a number of Cluett, Peabody shirts from an 
exporter. The majority of the lot consisted of fair 
traded articles, and the shirts were advertised at 
prices well below those established by the manu- 
facturer. The retailer was notified of the fair trade 
status of the shirts, but sales continued and the 
manufacturer went to court. 

The issue here is whether prices on fair traded 
products may be cut if the products are bought and 
advertised without knowledge of their fair trade 
status if such knowledge is acquired before sale is 
consummated. The court rules in the affirmative. 

A referee had attempted to solve the problem by 
ruling that the retailer might continue selling the 
fair traded shirts at cut prices if the manufacturer 
would not repurchase them. This would seem to be 
a reasonable solution if honest ignorance were in- 
volved, but the court summarily throws out the 
idea. The fair trader has no such obligation. 


5. Sunbeam Corp. v. Masters, Inc., 
§ 68,901 (D.C.S.N.Y, December, 1957). [A.T.D.] 


Years ago General Electric and Sunbeam took 
issue with Masters’ mail order discount business 


CCH 


from free trade Washington, D. C. to fair trade 
New York. G.E.’s efforts culminated in failure when 
the Supreme Court left in effect a lower court de- 
cision that the transactions could not be controlled 
by New York State law inasmuch as the buyer took 
title in Washington, as reported in this section in 
the April, 1958, issue. 

The district court rules against Sunbeam on the 
basis of the G.E. decision. The McGuire Act does 
not extend to such transactions in spite of the fact 
that it was framed with this loophole in mind. Now 
the matter is again ready for legislative considera- 
tion. Will the Congress attempt to close loopholes 
one by one as they develop, or will it allow fair 
trade to slowly succumb? 


C. Price Control (Minimum and Maximum) 


Safeway Stores, Inc. v. Oklahoma Retail Grocers 
Ass’n., CCH § 68,888 (Oklahoma Supreme Ct., De- 
cember, 1957). [A.T.D.] 


These proceedings grow out of Safeway's well- 
publicized battle against trading stamps. 

Safeway sold below “cost,” as defined in the 
Oklahoma Unfair Sales Act, in order to meet the 
competition of stores giving trading stamps. It 
argued that trading stamps constitute a price re- 
duction and that it was merely meeting in good 
faith the equally low price of a competitor. The 
court disagrees. If the use of trading stamps did 
constitute a price reduction below “cost,” com- 
petitors’ prices would be illegal. Safeway could not 
then meet these prices but must use the injunctive 
remedy. 

In fact, however, trading stamps are a form of 
cash discount. The court cites numerous trading 
stamp cases to this effect, cases in which primary 
reliance is placed on accounting theory. On this 
basis a cash discount may be considered a cost of 
selling or a non-operating item, but not a reduction 
in price. 

In terms of economic effect, the cash discount 
concept is open to serious question, and further 
analysis of the merits of the opposing positions will 
be required before the matter is conclusively settled. 
In the meantime, the courts may be expected to 
continue to rely on precedent. 


V. REGULATION OF UNFAIR COMPETITION 
B. Nonadvertising Promotional Methods 


James d/b/a Chicago Board Company v. Fed- 
eral Trade Commission, CCH © 68,942 (CA 7, Febru- 
ary, 1958). [H.D.0.] 

The use of lottery and other gambling devices to 
promote sales has long been considered an unfair 
method of competition. In a recent decision, the 
Court of Appeals of the Seventh Circuit carried this 
doctrine one step further. It held the sale by a 
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manufacturer to wholesalers and retailers of such 
devices a violation of Section 5 of the Federal Trade 
Commission Act, even though the manufacturer 
had nothing to do with the subsequent use of these 
devices by the public. It appears, therefore, that 
those who supply the means by which others engage 
in unfair competition may be found equally guilty 
with those who actually employ these means. 


VI. PROCEDURAL AND MISCELLANEOUS 
DEVELOPMENTS 


1. Moog Industries, Inc. v. Federal Trade Com- 
mission, 78 S.Ct. 377 (January, 1958). [H.D.0.] 


Firms found guilty of unfair competitive be- 
havior by the Federal Trade Commission often 
complain that they have been singled out for 
prosecution and that their competitors follow the 
same practices, without having been called to ac- 
count by the Commission. The FTC is, therefore, 
frequently asked by those it finds guilty of unlaw- 
ful acts to postpone its order against them until 
other members of the industry engaged in the same 
practices also have been enjoined. Such a request 
was made by a manufacturer of automotive parts, 
Moog Inc., after the Commission found the company 
guilty of discriminations in price. The Commission 
refused the company’s request and made its order 
against Moog effective immediately. On review, the 
Court of Appeals reversed the Commission and de- 
layed the order until similar injunctions had been 
issued against competitors of Moog who also prac- 
ticed price discrimination. The case went to the 
United States Supreme Court, which gave something 
more than a mild rebuke to the Court of Appeals. 
The High Court noted that the Federal Trade Com- 
mission had been established by Congress as a 
specialized agency to exercise expert judgment in 
a particular province of federal jurisdiction. The 
Court of Appeals did not, therefore, possess author- 
ity to overrule the Commission without some com- 
pelling reason. The Supreme Court said: “. . . (I)t 
is ordinarily not for courts to modify ancillary fea- 
tures of a valid order. ...(T)he decision as to 
whether or not an order against one firm to cease 
and desist from engaging in illegal price discrimina- 
tion should go into effect before others are similarly 
prohibited depends upon a variety of factors pecul- 
iarly within the expert understanding of the Com- 
mission. Only the Commission . . . is competent to 
make an initial determination . . . whether or not 
the nature of . . . competition is such as to indicate 
identical treatment of the entire industry by an en- 
forcement agency.” The Supreme Court, thus, re- 
affirmed a basic canon of administrative law. In the 
absence of what almost amounts to a miscarriage of 
justice, findings of fact of a regulatory agericy are 
binding upon a reviewing court and are not subject 
to reversal. 


2. Seafarer’s Sea Chest Corporation v. The 
American Tobacco Co., et al., CCH § 68,931 
(D.CS.N.Y., January, 1958). [4.0.0.] 


The principle of pari delicto is an established one 
in Anglo-American law. It stands for the proposition 
that courts will not come to the help of a plaintiff 
who is equally at fault with the defendant in the 
matter at hand. But, in a recent decision, the court 
indicated that this traditional principle of the 
common law does not apply in the field of antitrust 
regulation. Citing an impressive array of decisions, 
the District Court of the Southern District of New 
York held that “it is no defense to a private anti- 
trust action that the plaintiff itself is a violator of 
these laws.” It gave its reasons as follows: “If . . . 
each party proved the other's violations, neither 
could recover and the public policy sought to be 
fostered by antitrust suits would be frustrated.” 
The court added that this did not mean that the 
plaintiff's alleged violations of the antitrust laws 
could not be litigated; but only that such allegations 
were inadequate to defeat the plaintiff's action. This 
case serves as fair warning that old and established 
rules of common law must sometimes give way to 
the requirements of antitrust regulation. 


3. Banana Distributors, Inc. et al. v. United 
Fruit Co., CCH © 68,876 (D.CS.N.Y., December, 
1957). [H.D.0.] 


A private law suit must be commenced within a 
limited period of time after the happening of the 
incident or incidents upon which the suit is based. 
This period is usually specified in a “statute of 
limitations,” which is a term loosely applied to any 
law which limits the time which a plaintiff has to 
start his action. Each of the forty-eight states has 
its own statute of limitations. The result is that a 
particular claim may be barred in one state after 
only one year, while the same claim might not 
“run out” for three years in another state. 

In 1955, Congress passed an amendment to the 
Clayton Act, providing that a private damage suit 
under the antitrust laws must be filed within four 
years after the allegedly unlawful acts occurred. 
(See THE JOURNAL OF MARKETING, Jan., 1956, p. 312.) 
Prior to that time, the courts had held that a private 
antitrust suit was governed by the statute of limita- 
tions of the state where the action arose. The uni- 
form rule provided in the 1955 amendment obvi- 
ously superseded the various state statutes, but 
lawyers disagreed over whether it applied to all 
cases not then decided or only to those filed after 
enactment of the amendment. In the suit which is 
the subject of this review, a district court in New 
York has answered this question. It held that the 
new federal statute of limitations governs only suits 
filed after 1955 and not those started before that 
date. 
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Wales. (Homewood, Illinois: Richard D. 
Irwin, Inc., 1958. Pp. 436. $6.50.) 

This book sponsored by the American Mar- 
keting Association is a definite “must” for 
most marketing men. It justifies such descrip- 
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tions as: comprehensive; authoritative; a land- 
mark; mostly nontechnical; mostly easy read- 
ing; has no observable bias in selection or 
presentation of material; a very useful guide 
through the maze of confusing and highly con- 
troversial argot, unproven theory, and fre- 
quently unvalidated methods. 
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The book is, in effect, a loose collection of 
thirty-one independent and widely contradic- 
tory briefs presented by a sort of panel of 
thirty-one interested “experts” with widely di- 
vergent backgrounds, viewpoints, and business 
or academic interests. Collectively, the book 
contains only a small body of relatively undis- 
puted “facts,” premises, assumptions, objec- 
tives, or methods. 

These thirty-one articles vary greatly in the 
tightness and adequacy of their reasoning and 
documentation. The most frequent failings are 
completely ignoring large areas which should 
be considered, distorted emphasis, and repre- 
senting the worst of competition as being its 
best. 

Because of the extreme divergence of “facts” 
and viewpoints and the broad scope of material 
to be covered, this book should be read thor- 
oughly and carefully or not at all. The worst 
mistake would be to read only one’s favorite 
authors, viewpoints and methods. 

Unfortunately the book, being a reading 
book, begs the vital question of the relative re- 
liability of the various articles and methods. 
This lack places a heavy burden on the reader 
who, though he may not always feel himself 
qualified to judge, should not relax his critical 
faculties for an instant. He should constantly 
cross compare between articles, through the 
entire volume. The book is full of meat. Most 
of the techniques have some value, used in the 
right way in the right settings. The serious 
problem is to discover the right places, methods, 
and uses. 

One amusing aspect of the volume is the at- 
titude of apparent awe with which a number of 
the contributors refer to certain projective 
methods and research “findings,” when in fact 
these observations have been made with less 
fanfare and the methods used for many years. 
Some appeared in standard advertising and 
marketing texts and in fairly widespread mar- 
keting practice thirty-five years ago. Certain of 
the Freudian-derived methods were in success- 
ful, conservative commercial use by others, 
prior to the earliest claims of their more vocal 
exponents as referred to in this volume. 

One recommended way to read this partic- 
ular volume is to: (1) have handy and open 
that readable little blueprint of how to spot 
false logic: “How to Lie with Statistics.”* Use 
it freely. (2) Before starting any of the articles, 
first read the starred (*) footnote which names 


* How to Lie with Statistics, D. Huff. (New York 
City; Norton & Co., Inc., 1955. Pp. 142.) 


the author and gives his salaried connection. 
Take time to ponder each man’s probable ex- 
perience, training, and possible professional 
biases. (A “statistical inference” type of motiva- 
tion analysis of the attitudes of the thirty-one 
authors might be interesting.) 

In the opinion of this reviewer, many of the 
articles are filled with such logical fallacies and 
other weaknesses as: argument by ridicule; ar- 
gument by bald assertion; non sequitur; totally 
ignoring all opposition viewpoints; “If you 
can’t convince them, confuse them”; (overawe 
them with statistical symbols and argot); seri- 
ous hidden assumptions; and proving some- 
thing adjacent but not the main point. 

The non-statistical fallacies were the easiest 
to spot. Over-elaborate use of statistics tended 
in places to hide serious weaknesses, omissions, 
and assumptions and to imply much greater ac- 
curacy than the basic data seemed to warrant. 
A quite common error was implying that far 
more had been proven than a narrow demon- 
stration warranted. 

This book has four parts. The first gives 
Dichter, Vicary, Martineau, Politz, and others 
the chance to state their cases, pro and con, par- 
ticularly as regards Freudian-derived  tech- 
niques. This dramatizes the fact that true mo- 
tivation research is much broader and more 
provable than merely this small collection of 
“new” tools. The second part of the book 
takes up the individual “projective techniques” 
more in detail, particularly as to usefulness and 
probable validity. (The venerable Rorschach 
test—ink blots—makes a poor showing.) 

If this reviewer has been successful in re- 
taining fairly complete objectivity, the first 
half of this book can be reduced to the follow- 
ing propositions: 


1. Motivation is exceedingly complex and 
constantly shifting. Only small segments can be 
measured at any one time, if at all. 

2. Much motivation is largely irrelevant to 
the marketing man in that: (a) there may be 
nothing he can do about it; (b) it may have 
slight relative influence on significant buying 
decisions; (c) in nature, it may be irrelevant to 
the marketing problems at hand. 

3. Types of motivations include: mechanical 
(is distribution adequate?) ; biological; individ- 
ually psychological; social-environmental. 

4- Motivations range from logical to illogi- 
cal; unimportant to compulsive; conscious and 
freely expressed, through conscious but re- 
pressed; and temporarily unconscious but re- 
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coverable to varying degrees of “completely” 
unconscious. Some of these are measurable; for 
some an attempt can be made; some are hope- 
less. 

5. Ultimate working motivations or causes 
for buying actions have been classified and ob- 
served and to some extent measured for many 
years. The argot used to describe them has 
changed radically and rapidly; otherwise these 
are basically unchanged. 

6. In sharp contrast, the underlying theories 
as to why people do act in accordance with 
these working motivations seem to be in utter 
and complete disagreement. These, with the 
argot, have changed most rapidly during the 
last 35 years. None of these theories seems 
really demonstrable. 

7. These underlying theories have included, 
in very rough chronological sequence: biologi- 
cal origin; behavioristic (the “conditioned re- 
flex” of Pavlov and Watson); Freud and his 
successors; social-environmental group. 
Other theories seem sure to follow. 

8. Related to and equally important with 
motivations, but quite distinguishable are such 
market influences as: attitudes, knowledge lev- 
els, learning abilities, and memory. Each re- 
quires somewhat different research tools and 
approaches. 

g. Current tools for measuring motivations 
include: direct questioning, indirect question- 
ing, free-association depth interviews, statistical 
inference, observed behavior, and various “pro- 
jective” techniques. The more picturesque and 
sensational of the latter are usually more or less 
interchangeable with equally suitable methods 
which resemble the conventional printed ques- 
tionnaire approach. In general, no one or two 
of the above tools should be used alone. 

10. No businessman should ever buy or base 
important decisions on the results obtained 
from the use of any of these methods without 
first adequately satisfying himself as to: (a) 
how relevant and how practically useful the 
findings can be; (b) how reliable will the find- 
ings be? (Is the sample really sufficiently repre- 
sentative and stable and the method sufficiently 
validated for the purposes at band?) 

11. Projective techniques as discussed in this 
volume are almost completely unvalidated and 
perhaps mostly not susceptible to future valida- 
tion in any ordinary sense. This is equally true 
of the theories behind them. (Both may still be 
useful.) Some of the methods are even under 
very serious suspicion. 

12. Hiring “trained” psychologists and soci- 


ologists for various phases of the work does not 
validate the methods or necessarily importantly 
increase their accuracy. It does introduce added 
opportunity for personal and theoretical bias. 

13. The opportunities for introduction of per- 
sonal bias into “projective” surveys seem almost 
limitless, and the opportunities for removing 
more than some unknown part of them by any 
known or likely future devices seem fairly re- 
mote. There seems to be no substitute for sea- 
soned marketing research, and business judg- 
ment, plus enough sound psychological and so- 
ciological knowledge to avoid at least the more 
obvious errors, if any of these techniques are 
to be attempted. 

14. Some of these tools can be used with 
more confidence to uncover and measure much 
more prosaic but equally vital market facts. 
Section 21 of the book discusses one such ap- 
plication of what can be really a form of the 
“free association” depth interview. 


The second half of the book, Parts III and 
IV, demonstrates the place for a wide variety 
of non-projective research techniques for get- 
ting at motivations and related subjects. Clearly, 
the research budget should not concentrate too 
heavily on any one small group of techniques. 

The 2g-page annotated bibliography should 
be a real time saver for those who wish to read 
further. 

If this book had appeared five or ten years 
earlier and had been read attentively by the 
right marketing people, it is believed that 
many companies could have saved themselves 
many thousands of dollars apiece and improved 
their marketing effectiveness at the same time. 


KENNETH A. GRUBB 
Trundle Consultants 
Cleveland, Ohio 


PROBLEMS IN MARKETING (Second Edi- 
tion), by Malcolm P. McNair, Milton P. 
Brown, David S. R. Leighton, and Wilbur 
B. England. (New York: McGraw-Hill Book 
Company, Inc., 1957. Pp. ix, 740. $7.00.) 

This book, one in the series of Harvard Busi- 
ness School Case Books, is a new edition of Mc- 

Nair and Hansen's Problems in Marketing, 

published originally in 1949 and regarded by 

many teachers (the reviewer included) as one 
of the finest vehicles for introducing students 
to marketing via the case method. 

The current volume represents a most suc- 
cessful attempt to update and improve upon 
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its predecessor by the inclusion of a substantial 
amount of new cases and materials, to cover the 
many changes and developments in marketing 
since 1949, and by the reorganization of the 
book along more logical lines. What Delbert 
Duncan said about the first edition when he 
reviewed it (THE JOURNAL OF MARKETING, Vol. 
14, No. 5, April, 1950) applies with equal force 
to the second edition: 


“Long anticipated and needed, the present edition 
of Problems in Marketing is a most welcome addi- 
tion to marketing literature and to teaching ma- 
terials.” 


To teach marketing, or for that matter any 
business subject effectively by the case method, 
the basic raw materials of instruction must be 
kept up to date, timely, fresh, and interesting. 
This objective has been accomplished: only 10 
of the total of 79 cases are reproductions or re- 
visions of cases that appeared in the earlier ver- 
sion; the balance are challenging new cases 
that focus attention on many controversial mar- 
keting issues of the day, such as motivational 
research, trading stamps, and discount houses. 

Most of the valuable features of the original 
edition have been retained and improved. For 
example, the updated General Introduction 
still represents one of the most succinct, yet 
one of the most lucid expositions of the mean- 
ing, nature and scope of marketing, its impor- 
tance in the economy, the measurement and 
real significance of distribution costs and mar- 
keting productivity, and the business man- 
agement functions approach to the study of 
marketing. The brief, but pithy textual introduc- 
tions to each chapter have been revised to re- 
flect current developments and changing prac- 
tices, or to tie in with more recently available 
source material. 

The present version of Problems in Market- 
ing differs from the original edition in a num- 
ber of ways, most of which represent a distinct 
improvement. The following are some of the 
more important of these differences: 

(1) Explanation of the philosophy, logic, and 
methodology of the case method. In the first 
edition, the General Introduction contained a 
section which presented a brief exposition of 
the case method and offered an analysis of and 
a commentary on a particular case (M. E. Jay- 
son). In the new edition, an entire chapter has 
been devoted to “Marketing and the Case 
Method.” It includes a most stimulating article 
by Professor Charles I. Gragg of the Harvard 
Business School entitled “Because Wisdom 


Can't Be Told”* which develops the theory of 
the case method and the relationship it re- 
quires between teachers and students. In addi- 
tion, the chapter presents a simple case prob- 
lem (Harvard Cooperative Society) and then 
proceeds to illustrate how it may be analyzed 
by reproducing a set of “Instructor’s Notes” for 
the case prepared by one of the authors of the 
book. Then, to make case discussion and analy- 
sis strikingly realistic, and to demonstrate “how 
the conflict of ideas ultimately yields new and 
better ways of resolving the problem,” there is 
presented an extensive tape-recorded excerpt 
from an actual class discussion of the Harvard 
Cooperative Society case at the Harvard Busi- 
ness School. In the reviewer's opinion, the in- 
structor’s notes, and particularly the recorded 
class discussion bring to both student and 
teacher a refreshing new insight into the case 
method. Although it is stressed repeatedly that 
there is no single method or approach to case 
analysis, the chapter concludes by offering a 
number of solid “general suggestions” as “broad 
guides” to mastering “the art of problem solv- 
ing.” 

(2) Changes in basic organization. Although 
the same basic plan has been followed, some 
major structural changes have been made to 
simplify the organization of the book and to 
incorporate new subjects of importance. (a) An 
entirely new chapter on “The Use of Market- 
ing Research” has been added in recognition 
of the heightened stature of this important fact- 
finding function in today’s marketing manage- 
ment. Its challenging cases include not only 
problems involved in obtaining facts, but also 
problems involved in dealing with the facts 
once they are obtained, as illustrated by the 
case entitled “Automobile Buying—A Motiva- 
tional Research Study.” The chapter is also 
organized somewhat differently from the others. 
Immediately following the usual introductory 
text material, there appears a 13-page section 
entitled “Notes on Sampling” which goes into 
considerable technical detail in explaining basic 
probability sampling theory on the grounds 
that it “can be of considerable value to the 
marketing executive who is faced with apprais- 
ing the significance of research results, or with 
trying to assess whether a particular research 
job has been well done or poorly done.” While 
this objective is commendable, and the mate- 


* Taken from Malcolm P. McNair, editor, The 
Case Method at the Harvard Business School. (New 
York: McGre.-riiii Rook Company, Inc., 1954), 
pp- 6-14. 
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rial well presented, the reviewer doubts whether 
it is realistic to expect that the objective will be 
readily achieved for many readers. The section 
is concluded with a series of five “Problems on 
Sampling.” In the reviewer's opinion, it might 
have been preferable to incorporate all this 
technical sampling material in an appendix, 
just as was done with the explanation of mar- 
keting arithmetic. (b) The former chapter on 
“Marketing of Agricultural Products and Raw 
Materials” has been dropped, which may per- 
haps be disturbing to some teachers who prefer 
to include this area in their basic marketing 
course. (c) The two separate chapters on “Mer- 
chandising” and on “Brand Policy” have been 
integrated, logically enough, into a single “Mer- 
chandising” chapter, which now follows the 
chapter on “Channels of Distribution,” instead 
of preceding it. (d) The previous omnibus chap- 
ter on “Planning and Administration of Sales 
Programs” has been “broken out” into its three 
major components: separate chapters are now 
devoted to “Advertising Policy,” “Management 
of Personal Selling,” and “Special Sales Promo- 
tion Methods.” (e) The “Marketing Arithme- 
tic” section, formerly in the body of the book, 
now rightfully becomes an appendix. 

The first edition’s attempt to break down 
each chapter into a number of sub-categories 
has been abandoned; the new volume treats 
each chapter as an entity. While the reason for 
this change is not stated, it may result from a 
realization of the close interrelationships that 
exist not only among marketing functions, but 
also among their sub-functions, making it diffi- 
cult to isolate cases, or groups of cases, and to 
drop them into specific, airtight, non-overlap- 
ping compartments. As a matter of fact, mar- 
keting activities today must be so closely inte- 
grated into a total marketing program that 
decisions in one realm often affect one or more 
of the others. Hence, even putting cases into a 
basic “chapter” compartment can frequently 
cause students to overlook the facets of a case 
that deal with marketing functions or institu- 
tions covered in other chapters. However, some 
form of chapter organization is obviously in- 
dispensable; furthermore, in a final chapter 
entitled “Integrated Marketing Programs,” 
cases are presented to illustrate the intimate 
interrelationship of the gamut of marketing ac- 
tivities and functions. 

(3) Changes in individual case format. Three 
significant differences may be noted here. (a) In 
the first place, the cases are generally longer 
(79 cases now require about the same number 


of pages as did 107 in the earlier edition). They 
seem to contain a lot more specific factual in- 
formation chat gives the student a fuller appre- 
ciation of the background of the problem. 
Furthermore, there has apparently been an at- 
tempt, in a number of the cases, to include 
actual conversations between the individuals 
involved—thus lending a refreshing air of 
realism and making it easier for the student to 
put himself “into” the case and to see it in 
proper perspective. (b) Secondly, the sub-titles 
under each case have been omitted in the new 
edition. In the original work, the name of each 
case was followed immediately by a sub-title 
which specified two things: the type of firm, 
and the nature of the basic marketing problem 
involved in the case. Apparently, the authors 
now feel such sub-itles are unnecessary. Although 
no reason is offered for the change, it may be 
conjectured that since it is unrealistic to expect 
a case to be confined solely to a single marketing 
function or activity, as has already been indi- 
cated, it would be preferable not to influence 
the student’s analysis by any expression of the 
authors’ opinion regarding the nature of the 
specific problem. (c) Finally, the questions 
which usually appeared at the end of a case in 
the original edition have also disappeared. 
Perhaps the same line of reasoning holds here 
too, i.e., to avoid giving any clues to the stu- 
dent which might in any way affect his own 
analytical insights. Thus, by the removal of 
such previously used guideposts as subtitles and 
questions, the pristine case now stands quite 
alone—ready for the mental onslaught of the 
student without any clues to the nature of the 
problem or problems other than the title of the 
chapter in which it appears. The intellectual 
challenge has been brought into sharper focus, 
and all to the good. In our day-to-day struggle 
with marketing problems in the swift-moving 
world of business, nobody conveniently desig- 
nates into which compartment a_ particular 
problem falls—we are on our own. So should it 
be with the student. It is not only more realistic, 
but also more challenging. 

Another interesting feature is the inclusion, 
for the first time, of four Canadian marketing 
problems, prepared originally at the School of 
Business Administration of the University of 
Western Ontario. 

It is difficult indeed to express anything but 
praise for this new edition. However, one 
minor suggestion should be made in addition 
to those ventured earlier. In the Alphabetical 
List of Cases that follows the Index, there is a 
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regrettable omission: the so-called “selected 
short cases” are not included. It is hoped this 
situation will be rectified in the next edition. 

In his review of the first edition eight years 
ago, Delbert Duncan appraised it in the follow- 
ing terms: 


The reviewer was impressed with the obvious 
care with which the nature and scope of the volume 
was planned, with the judgment shown in the 
selection of cases and in the sequence in which they 
were arranged, with the conscious effort made to 
increase the usefulness of the book to those un- 
trained in the case method of instruction, and with 
the excellent job of editing that was done. He has 
little fault to find with it... . Considered as a 
whole, Problems in Marketing well justifies the 
reliance placed upon it by teachers of marketing to 
supply a balanced assortmeni of cases reflecting the 
changing patterns in the field of distribution. The 
authors and their assistants are to be congratulated 
upon a job well done. 


To this accolade, the present reviewer can 
only say—with respect to the new second edi- 
tion—“Amen.” It has improved upon a “classic.” 


ARNOLD CORBIN 
New York University 


MARKETING IN CANADA, edited by Ed- 
ward J. Fox and David S. R. Leighton. 
(Homewood, Illinois: Richard D. Irwin, 
Inc., 1958. Pp. 510. $6.50.) 


As the principal market for United States’ 
exports, Canada has naturally been of considera- 
ble interest to American business organizations. 
Various business papers have carried articles 
and published special issues dealing with Can- 
ada, but there has been a need for a compre- 
hensive study of this market in book form. 
Several years ago the American Marketing 
Association made arrangements to sponsor such 
a book. 

Marketing in Canada is the result of the com- 
bined efforts of a lot of people. In addition to 
the two editors and the chapter authors, various 
A.M.A. members and groups both in the United 
States and Canada lent a hand at several stages 
of the project. Although progress was slow at 
times, the obstacles were overcome, and the 
finished book is a credit to all who contributed 
to it. 

The material is well-organized, and in view 
of the fact that thirty-nine contributors were 
involved—with resulting variations in writing 
style and coverage—most of the chapters are 


very well handled. The authors were drawn 
from all of Canada and occupy positions in pri- 
vate industry, Canadian universities, and the 
Canadian Government. Nearly all of them are 
specialists with many years of experience in the 
fields in which they are writing. 

Although not stated in the title, the book is 
concerned almost entirely with the marketing 
of manufactured goods. Neither the methods of 
marketing agricultural products nor the insti- 
tutions concerned with the marketing of these 
goods are discussed. The book, therefore, will 
be most useful to manufacturers and exporters 
concerned with the Canadian market. It un- 
doubtedly also will be used in marketing courses 
in Canadian colleges and universities. Both 
types of readers will find much of interest and 
value. 

Exporters probably will be most interested 
in the chapters dealing with the several re- 
gional markets of Canada: the Atlantic Prov- 
inces, Quebec, Ontario, the Prairie Provinces, 
and British Columbia. Also of interest will be 
the sections which discuss Canadian marketing 
legislation and the marketing institutions and 
agencies. 

The five regional chapters which constitute 
Part II give an excellent overview of these quite 
different parts of Canada and high light the 
fact that Canada is not a single, homogeneous 
market. The authors warn against the practice 
followed by many American firms of consider- 
ing Canada as an extension of their domestic 
market. Although many Canadian marketing 
institutions and practices are very similar to 
those of the United States, differences do exist 
and should be considered. This is particularly 
true for advertising. The need to advertise in 
idiomatic French in the Province of Quebec is 
obvious enough, but even in Ontario advertis- 
ing will be more acceptable if it follows the 
British idiom and spelling. 

Parts III and IV deal with Canadian market- 
ing institutions. The treatment of wholesalers 
and retailers consists essentially of an analysis 
of the Canadian Census of Distribution together 
with a discussion of some of the trends indi- 
cated by these data. Operating practices of 
wholesalers and retailers, however, are not cov- 
ered to any appreciable extent. A significant 
point in contrast to the marketing structure of 
the United States is the concentration of whole- 
sale and retail trade in relatively few companies. 
It is estimated, for example, that Eaton's, Simp- 
son’s, and Hudson’s Bay Company do more 
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than eighty per cent of the department store 
business. 

Several chapters are devoted to the auxiliary 
marketing services, particularly advertising agen- 
cies and media, validating agencies, public ware- 
houses, and financial institutions. These chapters 
contain a considerable amount of institutional 
information which will be useful to business 
firms selling in Canada or engaged in a study 
of the Canadian market. 

Another section which packs a great deal of 
information is Part V, Government Regulation 
of Marketing in Canada. Separate chapters are 
devoted to anti-trust policy, trademarks, copy- 
rights, advertising regulations, commodity taxes, 
and import regulations. 

Some of this legislation reflects Canada’s par- 
ticular needs as, for example, the laws passed by 
the legislatures of the Prairie Provinces which 
require farm machinery dealers to keep stocks 
of parts on hand. The Farm Machinery Act of 
Alberta provides that, “. . . all repair parts for 
the machinery will be kept by the vendor's 
agent nearest to the purchaser or at least at two 
points in the Province not less than 150 miles 
apart and for 10 years from the date of the 
agreement.” 

Points of similarity or difference between Ca- 
nadian and United States legislation are also 
indicated. For example, resale price mainte- 
nance is specifically prohibited in Canada. A 
section of the Combines Investigation Act “for- 
bids a manufacturer or a wholesaler to induce 
dealers to sell goods at fixed or minimum 
prices.” One section of the Criminal Code at- 
tempts to thwart the activities of the trading 
stamp companies, but the author implies that 
this provision has not been entirely successful. 

Toward the end of the book there is a sec- 
tion on Managing the Salesforce in Canada 
which probably will contribute less to the busi- 
nessman’s store of knowledge than the other 
sections, since the procedures presented are es- 
sentially those used in this country. 

Aside from a chapter on establishing sales 
territories, the spatial aspects of marketing in 
Canada are not covered. It would have been 
useful if some discussion of wholesale and retail 
trading areas particularly had been included. 

The concluding section consists of six very in- 
teresting case studies which deal with various 
types of marketing situations in Canada. The 
first is an account of the steps taken and the 
problems encountered by General Mills in the 
establishment of a Canadian subsidiary in 1954. 


The introduction of a cough syrup is the sub- 
ject of the second case, and the marketing meth- 
ods of the Holeproof Hosiery Company in Can- 
ada constitute another. 

One of the most interesting cases traces the 
changing marketing policies of Tip Top Tai- 
lors Ltd., an organization which was established 
nearly fifty years ago to sell men’s popular-priced, 
tailored-to-measure suits and coats through 
manufacturer-owned retail stores. Over the 
years, this company has added women’s apparel 
and various types of men’s ready-made clothing. 

The development of the Canadian market for 
stainless steel by Atlas Steels, Ltd., and for Cel- 
lophane by DuPont Company of Canada, Ltd. 
are the subjects of the remaining two cases. 

An appendix contains a very comprehensive 
list of Canadian sources of market data. These 
include government agencies, both federal and 
provincial, banks, chambers of commerce, busi- 
ness associations, and a long list of business pa- 
pers. There is no general bibliography, but lists 
of references are included in some of the chap- 
ters, and there is a separate chapter on services 
of the Federal Government. 

By virtue of its broad coverage of the Cana- 
dian market and its lucid discussion of Cana- 
dian marketing institutions and government 
influences, this book should be widely read by 
those interested in the Canadian market. It also 
will be a useful addition to the market research- 
er’s reference library. 

EDWIN H. LEWIS 
University of Minnesota 


MARKETING RESEARCH, by Richard D. 
Crisp. (New York: McGraw-Hill Book Com- 
pany, Inc., 1957. Pp. xii, 798. $7.50.) 

This book is a comprehensive description of 
the nature and practice of marketing research, 
as viewed by a prominent research consultant. 
Mr. Crisp states in the preface that the book 
is intended for two viewpoints: that of the ex- 
ecutives who use marketing research and that 
of the practitioners. 

The introductory section naturally deals with 
the character, organization and basic functions 
of marketing research. The next section de- 
scribes the “tools” employed in marketing re- 
search: sampling, internal data analysis, sec- 
ondary data and alternative techniques of 
survey, observation and experiment. This is 
preliminary to the third section, which dis- 
cusses the main research steps in nontechnical 
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terms. Then eight areas of application to man- 
ufacturers’ marketing problems are described, 
followed by a briefer consideration of nonman- 
ufacturing organizations. A helpfully annotated 
bibliography concludes the book. 

From its author's experience are derived the 
book's two principal features: (1) the explana- 
tion of marketing research through use of ac- 
tual examples of research, fifty in total, and (2) 
a lifelike feeling of research work in practice. In 
these respects, appropriate for its intended au- 
dience, the book is a distinct contribution to 
the literature. 

The best chapters, in this reviewer's opinion, 
are those dealing with: organization, panels, in- 
formal investigations, developing research plans, 
market analysis, new product development, and 
(of current interest) motivational research. The 
informal style and the orientation to problem- 
solving should appeal to executives, although 
the book may seem overly long for them. Such 
readers may be pleased, however, with the 
handy summaries at the end of each chapter. 

Practitioners should find some new ideas in 
the book and particularly in the cases—although 
these are largely confined to consumer soft 
goods. The necessary brevity in the treatment 
of the technical aspects of research makes this 
book of less value to practitioners than more 
specialized volumes. It should be noted that 
some essential phases, like mechanical tabula- 
tion and statistical analysis, are scarcely touched. 
Practitioners may find the Suggested Readings 
to be too few, albeit well chosen. 

The style of writing is pleasant, but two 
tendencies are distracting: (1) straining to make 
unnecessary analogies and (2) quoting others at 
length. Some discursions into controversies or 
historical developments detract from a clear 
presentation, although they may be of possible 
interest to a minority of readers. Although criti- 
cisms of some assertions and of some sequences 
of topics might be offered, these really are mat- 
ters of personal judgment. 

The typography of the book is very legible, 
and typesetting errors are few. It is unfortunate 
that both major and subheadings are set in the 
same size of type, thus making them undistin- 
guishable. The illustrations are good but are 
surprisingly few for the length of the book and 
variety of subject matter. 

The shortcomings cited above probably are 
minor from the viewpoint of the executive or 
practitioner. For textbook use these and other 
faults might be of more consequence. Its cases 


are designed as illustrations, not for the case 
method of teaching. The deliberate emphasis 
on the “practical” approach (which other books 
lack, the author alleges!) neglects underlying 
theory that the student needs. Indeed the hard- 
headed practitioner also wants more than a 
superficial description of practice, for he must 
know the underlying theory in order to apply 
his learning to the varying “practical” situations 
that he meets. 

Mr. Crisp should be complimented both for 
this contribution to marketing literature and for 
having persevered to its completion. Too few of 
the busy practitioners in marketing research 
have completed books of this scope, and the 
book’s readers will be very glad that he did so. 


DAVID J. LUCK 
Ford Motor Company 


THE CHANGING COMPETITIVE POSI- 
TION OF DEPARTMENT STORES IN 
THE UNITED STATES BY MERCHAN- 
DISE LINES, by Robert D. Entenberg. 
(Pittsburgh: University of Pittsburgh Press, 
1957- Pp. 184. $5-95-) 

The declining relative importance of depart- 
ment stores is a well-known fact on which little 
scientific investigation has been expended. 
This book, which appears to be the result of a 
doctoral dissertation, is one which suggests a 
solution to this problem. Those who have more 
than a casual interest in retailing will welcome 
this study as a valuable and original contribu- 
tion to retailing literature. 

Mr. Entenberg’s study of the changing rela- 
tive importance of department stores in the 
United States, by merchandise lines, covers the 
period from ig29 through 1953. Even though 
department stores, over the years, have regis- 
tered an increase in dollar sales volume, they 
have been losing ground relative to the total 
volume of retail sales. Entenberg explains an 
apparent apathy toward this problem by stating 
that, “the necessity for this type of investigation 
has been hidden by the almost continuous in- 
crease of department store dollar sales volume 
when compared with their previous year’s re- 
sults. However, this dollar volume has been 
rising at a slower proportionate rate than has 
the growth of total retail sales. It is this declin- 
ing rate of the department store’s dominance 
that has been overlooked and neglected. Past 
and existing efforts by department store man- 
agement to maintain a proportionate level with 
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total retail sales (chiefly geographica] suburban 
expansion) has not been successful in halting 
or reversing this unfavorable trend.” 

The general objective of this investigation 
is to determine specifically where department 
stores have been losing ground in order to de- 
velop criteria which will indicate the most pro- 
ductive expansion policies. Early in this study 
the author seriously questions the ability of 
suburban developments to reverse the declining 
rate of department stores’ share of total retail 
sales. This leads him to the hypothesis that the 
solution to the problem may be found in a 
change or expansion in merchandise lines. This 
hypothesis suggests the author's investigative ap- 
proach to the problem. 

Chapters III, V, VI and VII include much of 
the data and analysis from which the author's 
conclusions are drawn. Chapter III is a com- 
prehensive treatment of retail sales trends since 
1929. Here it is shown that the per cent of total 
retail sales accounted for by department stores 
has declined from a high of 12.0 per cent in 
1935 to 6.6 per cent in 1955. The decline has 
been gradual but constant during the post-war 
years. The loss in relative position during these 
years (1946-1955) was 29.8 per cent. Signifi- 
cantly, the author points out that, “in constant 
dollars, both the physical volume of sales and 
the sales per capita of these stores were only 
slightly greater in 1948 than during the 1935-39 
base period, and since 1948 these aspects of de- 
partment store performance have improved very 
little.” 

In Chapter V and VI the author analyzes a 
large amount of accumulated statistical data to 
show (1) the changing relative position of indi- 
vidual merchandise lines to the total depart- 
ment-store volume, and (2) a comparison of 
these merchandise lines to the total retail sales 
volume of these individual lines. The former 
comparison contributes importantly to an un- 
derstanding of the contribution of individual 
merchandise lines to total department-store 
sales volume. For example, it is shown that 
“Women’s and Misses’ Ready-to-Wear Apparel” 
had the greatest gain in share of department 
store volume. At the other extreme, such lines 
as “Tires, Batteries, and Auto Accessories” and 
“Silks, Velvets, Synthetics, and Woolens” had 
the greatest decreases in share of department 
store volume. Here it is emphasized that man- 
agement has an important influence on the 
contribution made by various merchandise lines 
to total department store sales. That is, man- 


agements’ choice of promotional emphasis af- 
fects the pattern of gains or losses of individual 
merchandise lines. 

Chapter VI is the most revealing of the book 
and obviously contributes most importantly to 
the author's central objective and conclusions. 
When department store sales of particular mer- 
chandise lines are compared with the total 
market sales of these items the results indicate 
the lines in which department stores have 
gained or lost relative market position. The 
data reveal relative gains in thirty-one lines and 
relative losses in twelve merchandise lines. 
Furs, costume jewelry, luggage, boys’ wear, lin- 
ens and towels, and men’s clothing are a few 
of the lines which have registered relative gains. 
On the other hand, tires, batteries and acces- 
sories, paint and wallpaper, major household 
appliances, and infant’s wear are some of the 
lines which have registered relative losses. A 
complete analysis of these data lead the author 
to an important observation, namely that, “de- 
partment stores have lost over-all competitive 
position because they have increased their share 
of the market largely in lines where consumers 
are doing less proportionate spending. And, 
those lines in which department stores have 
been receiving a smaller or comparatively sta- 
tionary share of the market are those where 
consumer expenditures have been expanding.” 
Support for this observation is contributed by 
an earlier chapter (Chapter IV) which briefly 
analyzes consumer expenditure patterns. 

Chapter VII is a discussion of geographical 
expansion versus merchandise-line expansion. 
This is not supported by statistical data and 
represents the opinions expressed in interviews 
with department store managements conducted 
by the author, information from secondary 
sources, and the like. 

The conclusion reached by Entenberg is that 
both geographical expansion and merchandise- 
line expansion are necessary to overcome the 
declining relative position of department stores. 
The author contends that the single effort in 
the direction of geographical expansion has 
failed and that combined with this policy 
should be the expansion of merchandise lines. 
What merchandise lines? The answer is found 
in those lines in which department stores have 
lost relative market position, and these are the 
same ones for which the consumer has been 
increasing his expenditures. Hence, from Enten- 
berg’s analysis, department store managements 
should be able to chart a more productive 
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course of action by directing their promotional 
efforts into expanded merchandise lines as well 
as moving in the direction of geographical ex- 
pansion. 

The author does not qualify his conclusions, 
and a reader gains the impression that if de- 
partment stores would follow his course of 
action they would solve the problem of their 
declining share of total retail sales volume. Can 
Entenberg’s conclusions be regarded as a work- 
able solution? His study appears reasonable and 
sound, but there is no experimental evidence 
to support the idea that his recommendations 
will solve the problem. It would appear that 
an extensive controlled experiment would need 
to be undertaken to reach a more reliable con- 
clusion. Since gross margin, expense, and profit 
considerations are frequently foremost when set- 
ting courses of action, department store man- 
agements may consider merchandise-line profit 
contribution to be more important than mer- 
chandise-line contribution to total sales volume. 
Sales volume alone is not an adequate criterion 
for success of a business enterprise. 

There is also some question as to the audi- 
ence to which this book is directed. If it is 
directed to management as well as to academic 
readers, a revision of the original dissertation 
appears to be in order. The title, the organiza- 
tion of the work, and the statistical data clearly 
suggest an unrevised dissertation. 

Despite these limitations this book should 
have wide distribution among business and edu- 
cational groups. It will encourage department 
store management to analyze their problems 
and seek more scientific bases for policy deci- 
sions. Students in advanced courses of retailing, 
when studying particular retail problems, will 
find the book a valuable source of data and 
worthy of discussion. 

ROBERT S. HANCOCK 
University of Minnesota 


MAKING ADS PAY, by John Caples. (New 
York: Harper and Brothers, 1957. Pp. vii, 
248. $4.50.) 

When an advertising teacher is asked to re- 
view a “how-to-do” book in the field, he faces 
a dilemma. The author is almost always a 
highly successful and respected practitioner, and 
the book is accompanied by glowing endorse- 
ments in the foreword and on the dust-jacket. 
To adopt a critical attitude seems presump- 
tuous. Nevertheless, these books often can be 


challenged on a number of scores. If the re- 
viewer fulfills his function, his review should 
contain more than a mere abstract of the book’s 
contents. 

Making Ads Pay fits the description above, al- 
though its faults surely are neither so plentiful 
nor so flagrant as for many of its counterparts. 
The author is a vice-president of one of Ameri- 
ca’s biggest advertising agencies (BBDO); he has 
previously written several books of this type. 
The foreword, written by Paul West, President 
of the Association of National Advertisers, 
claims that this book “fills a serious void in the 
literature of advertising.” Professor Lucas, of 
New York University, states on the dust-jacket 
that it “contains more know-how than any 


* (book) I have ever seen in the field.” 


These claims for the book are what disturb 
this reviewer. There is a definite need for good, 
sound books outlining the techniques of copy 
writing; books which propound principles which 
can guide the neophyte and stimulate the ex- 
perienced copy writer. Caples’s book, however, is 
primarily anecdotal in nature: behind-the-scenes 
stories of some of his own personal successes, 
such as the “They Laughed When I Sat Down 
at the Piano” campaign, are interestingly told. 
Although the newcomer to advertising would 
find the book both inspirational and fascinat- 
ing, there is little of a concrete nature for him 
to grab hold of and apply to his own copy-writ- 
ing tasks. The old-timer in advertising would 
classify most of the material as old stuff which 
he has been reading in the trade journals for 
years. As a matter of fact, some of this book has 
appeared in publications such as Advertising 
Agency. 

The author's vast experience in mail-order 
advertising is evidenced throughout the book. 
One might conclude that the touchstone to ad- 
vertising copy-writing success lies in correct 
headline construction, for that particular art 
receives almost exclusive attention in the first 
143 pages. The remaining 100 pages give the au- 
thor’s ideas on other phases of copy writing, 
such as “Ten Ways to Write the First Para- 
graph,” “Ten Ways to Make Ads Believable,” 
“Six Ways to Prove It’s a Bargain,” and so 
forth. The book is filled with handy little 
checklists of do’s and don'ts, thus following the 
traditional formula for “practical” books. 

In sum it can be said that: (1) Making Ads 
Pay is interesting in a popular sort of way; (2) 
nothing really new is added to the literature of 
advertising by its publication; (3) a void still 
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exists for a good, strong book on copy writing 
fundamentals. Why doesn’t someone step in 
and fill the gap? 

JOHN S. WRIGHT 
Montana State University 


SUCCESSFUL SELLING STRATEGIES, by 
Charles L. Lapp. (New York: McGraw-Hill 
Book Company, Inc., 1957. Pp. vi, 354- 
$4.95.) 

The author states that Successful Selling Strat- 
egies was written to provide a supplement to 
the experience of salesmen and sales executives, 
and that its objectives are to provide the “how 
to” and “know how” for salesmen who wish to 
profit from the experience of other salesmen, 
and for sales executives who want to know more 
about salesmanship in order to train and super- 
vise their salesmen more effectively. 

The book is divided into five parts: Plan 
Your Sales Effort, Improve Your Basic Selling 
Techniques, Add the “Plus” to Your Selling Ef- 
fort, Establish a Program for Self-Improvement, 
and Evaluate Your Sales Effectiveness. There 
are two appendices, “Appreciate the Impor- 
tance of Selling in Our Economy,” and “For- 
mulate a Plan When You Look for a Sales Job.” 

No practicing salesman or sales trainer could 
read this book without picking up new ideas 
for solving old problems. The book is full of 
check lists and alternative courses of action for 
salesmen facing specific problem situations. 
There is plenty of dialogue to stimulate the 
salesman to come up with his own solution to 
the problem if one of the suggested strategies 
does not apply. The situations used are those 
in which salesmen frequently find themselves. 

The book has even more interest for the 
sales trainee or student. The dominant idea 
throughout is that the salesman is responsible 
for his own development and that he must 
learn from his and others’ experiences. The 
author makes specific suggestions for a self-im- 
provement program. 

The appendix, “Formulate a Plan When You 
Look for a Sales Job,” should be of help to stu- 
dents and salesmen. This section was written 
by Charles R. Frederick, Executive Director, The 
Sales Executives’ Association of Saint Louis, and 
represents his experience in counseling with 
people looking for sales jobs. If students took 
the advice given here, there would be fewer 
square pegs in round holes in selling. 

The author gives examples from many types 


of selling. Fundamental concepts like proper 
use of words, dramatization, organization and 
planning, and attitudes are thoroughly discussed 
and illustrated with respect to different types 
of selling. A little imagination is all that is 
necessary to apply the discussion to the sales- 
man’s particular job. 

Those interested in selling will find this book 
a welcome addition to the literature in the field. 


W. R. BENNETT 
University of Alabama 


THE USE OF SURVEY RESEARCH FIND- 
INGS AS LEGAL EVIDENCE, by Hiram 
C. Barksdale. (Pleasantville, New York: 


Printers’ Ink Books, 1957. Pp. 166. $6.00.) 


This book, sponsored by the Advertising Re- 
search Foundation, attempts to throw light on 
the problems of using survey research data as 
legal evidence. In the words of the author: “the 
objectives . . . are to help clarify the current 
status of survey evidence, to acquaint research 
practitioners and others with some of the appli- 
cations of survey research findings as legal evi- 
dence, and to set forth, with as much certainty 
as experience and law permit, what seem to be 
the legal requirements of survey evidence.” 

The book is obviously intended for marketing 
researchers, lawyers, and teachers of both. It is 
divided into eight chapters. The first chapter, 
after stating the problem, calls the reader's 
attention to areas of litigation where survey re- 
search might play a part in providing evidence. 
Data about consumer understanding and public 
opinion may be important in cases involving 
trademark confusion, false and misleading ad- 
vertisements, adulterated and misbranded foods, 
drugs, and cosmetics, design and patent infringe- 
ments, anti-trust litigation, change of venue, 
property valuation, and copyright infringements. 

The second chapter provides an excellent 
thumbnail sketch of survey research techniques. 
In doing this, Professor Barksdale does one of 
the best jobs this reviewer has seen in making a 
few pages do the work of many. Owners of this 
book might mark this chapter to show to persons 
they want to “educate” quickly on the subject 
of surveys. 

Chapter Three is entitled “Legal Orienta- 
tion,” and contains a brief discussion of the 
legal environment in which the survey is used. 
It describes the main deterrent to the use of 
survey results: the hearsay rule and the opinion 
rule. The hearsay rule tends to bar from evi- 
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dence statements made out of court when these 
are offered as proof of facts asserted. The second 
bar, the opinion rule, is based on the idea that 
opinions of witnesses are irrelevant. Instead, wit- 
nesses are supposed to “stick to the facts.” Any 
relevant opinions concerning the facts are to be 
formed by the judge and/or the jury. 

The fourth and fifth chapters comprise some- 
thing of a history of the use of research findings 
in legal cases. The account begins with an 1870 
case. At that time, almost no credence was given 
to survey findings. Since that time, however, the 
situation has been one of slow and gradually 
growing acceptance. 

Chapter Six discusses legal standards for sur- 
vey research. It is clear that it is difficult for 
Barksdale to suggest such guides, because the 
reported opinions of the courts reveal a conflict 
of ideas about such evidence, and also reveal 
that judges lack a technical understanding of 
what makes for good research. However, the 
book does little to aid matters. Suggestions on 
how surveys may be handled and presented are 
very sketchy indeed. Perhaps it is too early to 
expect a body of principles on the matter to 
have evolved, but it is disappointing to find that 
the section on legal requirements really tells 
so little. 

Chapter Eight points to the two really big 
questions that have to be answered when deal- 
ing with survey results. How can such data be 
admitted as evidence, and secondly, what weight 
can be given it? The book suggests some ideas 
that may be helpful in arriving at answers. 

Almost every practitioner in the survey field 
may expect to be confronted eventually with an 
assignment to provide legal evidence. This book 
may serve as a suitable source for a beginning 
set of ideas regarding the legal requirements for 
such a survey. It provides what seems to be an 
excellent bibliography on the subject, and one 
of its nice features is an extensive list of relevant 
cases. Its main shortcoming is that it does not 
give as much guidance as one may wish to find. 
This, however, may not be the fault of the 
author but an indication of the recency of ap- 
plication of survey results to legal problems. 
Certainly the book highlights a state of affairs 
that calls upon research practitioners to do what 
they can to demonstrate to the courts the value 
of properly secured survey findings. They might 
expect to aid not only their own cause, but that 
of justice as well. 

EDWARD E. WERNER 
University of Wisconsin 


PERFORMANCE AND DEVELOPMENT OF 
FIELD SALES MANAGERS, by Robert T. 
Davis. (Boston: Division of Research, Har- 
vard Business School, 1957. Pp. vii, 357- 
$3.50, paperbound.) 


Professor Davis’ book is a comprehensive study 
of field sales managers—sales supervisors, division 
or branch managers, and regional managers— 
characterized as the first level of sales manage- 
ment. More specifically, his study deals with the 
scope and character of field managers’ functions 
in decentralized organizations, the forces that 
appéar to shape their performance, the develop- 
ment of appropriate criteria for the measure- 
ment of the adequacy and effectiveness of field 
management, and the desirability of critical ap- 
praisal by sales executives regarding important 
areas of administration. Because of the unique 
position occupied by field sales managers, in 
that the field office is separated physically from 
the home office, these men perform a vital func- 
tion. They coordinate the activities of the home 
office and the field sales and office force through 
a process of communication, interpretation and 
decision-making in order to effectuate home of- 
fice policy. More importantly, these are the men 
responsible for the success of field salesmen and 
for the growth and development of a large seg- 
ment of replacement. To a lesser degree, they 
are “the company” in the eyes of the customer 
and the public. 

Top management, in too many instances, has 
ignored the key role of the field manager. As a 
result, such companies have lost valuable con- 
tributions that might have been made. Such an 
attitude of indifference is hardly warranted. 
Much can be done to secure a higher degree of 
competence on the part of the field selling or- 
ganization by upgrading the caliber of branch 
management performance. The primary requi- 
sites for this upgrading are an awareness of 
branch management deficiencies and the per- 
spective to institute a reform program. These 
are the hypotheses of the author. 

The underlying data were secured directly 
from 54 companies by means of interviews and 
the author's observation of management be- 
havior. Management performance was viewed 
through three sets of eyes—those of the home 
office management, the field sales managers, and 
a critical observer. The author then synthesized 
what he had seen and heard. The study owes its 
origin to a piece of research by Professor Harry 
R. Tosdal, Salesmen’s Compensation, which sug- 
gested new problems. He and others were anx- 
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ious to initiate a study of the next higher level 
of sales organization (field management). This 
monograph is the result. It was started in 1952 
and completed in the fall of 1957. The material 
is broken into three major parts: (1) an exami- 
nation of how managers spend their time and 
how this expenditure may be evaluated, (2) an 
explanation of why managers behave as they do, 
and (3) realistic steps that might be taken to 
develop stronger field sales managers. 

An examination of what the managers did in 
the 54 companies comprising the survey revealed 
five broad categories of management activity: 
the development of salesmen (their selection and 
training), supervision of salesmen (control and 
motivation), personal selling, office administra- 
tion, and providing local title and prestige. 
These functions required the exercise of four 
management skills: technical, supervisory, ana- 
lytical and planning. These skills varied in im- 
portance among the companies surveyed de- 
pending upon the span of control, channels of 
distribution and the operating philosophies of 
major executives. 

A comparison of management activities with 
the performance of skills utilized indicated that 
field sales managers are making a lesser con- 
tribution than they could be making. As de- 
velopers and supervisors of salesmen, field man- 
agers were most inadequate. Their weaknesses 
were reflected in selecting, training, delegating 
responsibility to, controlling, and motivating 
salesmen, thus blocking the multiplication of 
their own abilities through the performance of 
their salesmen. Too few men were developed to 
insure a continuing supply of competent man- 
agement replacements, depth which is necessary 
to a well-functioning organization. Field man- 
agers were particularly remiss in the area of 
long-range planning. On the positive side, they 
excelled at personal selling, were adequate at 
trouble shooting, local decision making, policy 
interpretation and home office communication. 

Several reasons were found which seemed to 
explain the patterns of behavior described. Since 
field sales managers were largely chosen from 
the ranks of super-salesmen, they lacked man- 
agement perspective and training in manage- 
ment’s skills. Lacking guidance, they were found 
to fall back on their own experiences and per- 
force visualized their primary responsibility as 
super-selling. In some respects performance was 
traceable to the requirements of the selling job: 
industry and product influences, the local 
branch situation, market peculiarities, manage- 


ment operating philosophies, etc. But such 
influences were minor. The basic pattern estab- 
lished was “determined by the path of progres- 
sion the typical manager followed: from star 
salesman to local manager.” 

Another explanation of why field managers 
behave as they do was traceable to the attitudes 
and standards of performance established by 
their superiors. Basically, if a man continually 
succeeds or fails, he meets or does not meet his 
superior’s expectations. Most sales supervisors 
seem virtually to insist on their managers com- 
ing from the rank of super-salesmen as indicated 
by their attitudes and programs which reflect 
such bias: compensation plans, selection and 
training programs and ratings of performance. 
A review of attitudes and procedures demon- 
strated that there was not a clear-cut concept of 
what a field manager should be. Further, the 
attitudes and practices have had a tendency to 
perpetuate the cycle of inadequate field sales 
managers. 

The author has some definite suggestions on 
what can be done to improve the quality of field 
sales managers. The first and most obvious solu- 
tion is to broaden the perspective of top-level 
management—basically a change in their per- 
formance expectations of field executives. Such 
a change in perspective may stem from univer- 
sity courses in advanced management, new ideas 
brought into the organization through the per- 
sonnel division, attempts by joint management 
to set up standards for themselves and subordi- 
nates, and by market exigencies which may force 
new concepts. 

Observations made in the case of ten com- 
panies who had actually initiated a plan indi- 
cates that development programs will pay off. 
Particularly useful are training programs to 
develop men in their present jobs, and for fu- 
ture positions, with a management slant. The 
key to successful management development is 
opportunity—keeping certain key positions open 
for the few individuals who have the capacity 
and the desire to advance to higher ranks of 
management. Valuable also were management 
meetings and joint policy and counselling ses- 
sions. A successful program must reflect the 
needs of both potential and actual management. 
To insure that it will work, compensation plans, 
manpower development programs and perform- 
ance standards must mirror the attitude of man- 
agement, the image of what a competent branch 
manager should be—a man trained in the skills 
of management: technical, human relations, ana- 
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lytical, and planning. A new viewpoint must be 
sold to the ambitious salesman who is not fitted 
to management development—that a career in 
selling can be as rewarding and as socially ac- 
ceptable as one in management, a viewpoint 
which will run into considerable resistance. 

This review is much too brief to indicate the 
depth of Professor Davis’ study. The highlights, 
however, indicate that he has made a substantial 
contribution to market management literature. 
The study possesses two major values. First is its 
worth to top management. Careful study should 
give them the perspective to see weaknesses in 
their own field sales management operations, 
enabling them to establish criteria for evalua- 
tion, and to perfect the machinery for a critical 
audit. Based on needs, they should be able to 
institute an effective and profitable first level 
management program to raise the competitive 
level of their own operations. Secondly, it con- 
stitutes source material for college use in market 
management courses. Depth reading will add to 
the knowledge and understanding of college 
professors, thus improving the quality of their 
courses and upgrading their end-product, more 
competent management material. Graduate stu- 
dents will also find the study interesting and re- 
warding. 

LEO T. SIMMONS 

St. Louis University 


THE MEASUREMENT OF MEANING by 
Charles E. Osgood, George J. Suci, and 
Percy H. Tannenbaum. (Urbana: Univer- 
sity of Illinois Press, 1957. Pp. 432. $7.5¢.) 


The authors of this book state that their pur- 
pose in writing it is to furnish a progress report 
on their work on the measurement of meaning. 
Their progress report is always informative but 
sometimes not interesting. 

In my experience, the semantic differential is 
the most sensitive simple method available for 
measuring changes in attitudes. It took this 
book, however, to help me discover that the 
semantic differential is really a very simple al- 
ternative to the Guttman scale. 

To those who are sophisticated in the differ- 
ent factor analytic techniques, this book will 
prove a never ending source of joy in the way 
it presents analyses of data. For the technical 
person, unfamiliar with factor analysis but fa- 
miliar with the semantic differential, Chapters 
6 and 7 on “Semantic Measurement in Person- 
ality and Psychotherapy Research” and “Se- 


mantic Measurement in Communications Re- 
search” will make it well worth the purchase 
price. 

However, the book has a fault. It was written 
by research people, interested in communica- 
tions research, who themselves communicate 
poorly. The difficulty of reading the book seems 
mainly to come from the use of the special ver- 
nacular they have developed as a result of be- 
coming experts in a very recent area of research. 
If you read this book, it would be well to pre- 
pare yourself for it by prior knowledge of the 
semantic differential and its uses. 


JOSEPH E. BRADLEY 
Pillsbury Mills, Inc. 
Minneapolis 


SELECTION OF MANAGEMENT PERSON- 
NEL (Volumes I and II), edited by M. 
Joseph Dooher and Elizabeth Marting. 
(New York: American Management Asso- 
ciation, Inc., 1957. Pp. Vol. 1, 542. Vol. I, 
364. $15.00.) 

This work, which seems rather high priced 
for its value, has to do primarily with the selec- 
tion (generally with the large company in mind) 
of fairly low level supervisors although some 
attention is given to choosing higher level man- 
agers. Indeed, both volumes would appear to be 
of most interest to personnel managers. On the 
other hand, employees with an eye on the next 
upward rung might enjoy finding out what the 
raters deem to be the marks of promotability 
and how these marks are determined, but such 
knowledge would probably vitiate the ground 
rules of ladder climbing. For light on the selec- 
tion of marketing managers, incidentally, one 
would do better to seek elsewhere than in these 
volumes albeit there is one chapter which re- 
lates briefly the methods by which Sears, Roe- 
buck and Co. has manned its supervisory posts 
up to and above the store management level. 

Volume I contains three parts: Part One—The 
Selection of Supervisors; Part Two—The Selec- 
tion of Executives; and Part Three—Practical 
Aspects of Executive and Supervisory Selection. 
Volume II has one part, Part Four—Company 
Practices in Management Selection; and in ad- 
dition contains a bibliography for supplemen- 
tary reading, a list of credits and acknowledge- 
ments, and an index. The various chapters in 
Parts One and Three are predominantly retitled 
articles (many from the magazine, Personnel), 
addresses, and extractions from brochures, most 
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of which are of recent vintage. A good part of 
the material in Part Four is new. All new is Part 
Two which is written in scholarly fashion by 
Milton M. Mandell, Chief of the Management 
Testing Unit of the U. S. Civil Service Com- 
mission, and published with permission of the 
Commission. 

The bases and methods of selection which are 
described revolve in the main about orthodox 
systems of formal nature in which the sequence 
usually consists of (1) determining lists of so- 
called traits allegedly desirable for particular 
jobs; (2) finding the “best” traited bodies for 
these jobs with the assurance of sundry tests, 
interviews, records, and other supporting opin- 
ion and information. Despite caveats raised 
against going overboard on particular parts of 
the procedures, there is much reference to sta- 
tistical validity and qualitative success. Yet not 
enough emphasis seems to have been placed on 
the strong selling points in these procedures of 
first, the lessened effort which routinized and 
planned selection methods can afford the busy 
line executive, and second, the improvement in 
morale of the losers which can be gained by 
playing up the appearance of fairness and hon- 
esty in the “objective” selection of the winners. 
These advantages may often be overwhelming 
in large companies, particularly at lower super- 
visory levels where there may be a number of 
suitable men available for any given opening 
with little risk in the outcome. Conversely, at 
higher levels, where demand and supply are 
matters of greater sophistication and where in- 
fluence is likely to be beyond the control, and 
possibly the ken, of the personnel manager, 
there would seem to be less need for, and even 
danger in, cut-and-dried methods of selection. 
For example, the medical record of the chief 
executive of our nation would probably debar 
him from consideration of most lesser man- 
agerial jobs under the systematic methods pro- 
claimed in the volumes under review. 

Specialists in personnel who are enamoured 
with batteries of tests and a thirst for how-it- 
should-be-done practices in the selection of su- 
pervisory personnel for large companies will be 
justly rewarded in looking over these volumes. 
Those interested in managerial selection at 
loftier levels will probably be more interested 
in such publications as Fortune’s The Executive 
Life and Columbia University’s Graduate School 
of Business roundtable discussions published 
under the title of What Makes An Executive? 
This latter book, by the way, is noted in Volume 


II’s supplementary reading list, a list which is 
worth perusing after some culling. 

CHARLES L. QUITTMEYER 
University of Virginia 


BAKING IN AMERICA: ECONOMIC DE- 
VELOPMENT, Volume I, by William G. 
Panschar (Evanston: Northwestern Univer- 
sity Press, 1956. Pp. 251.) 


BAKING IN AMERICA: MARKET ORGAN- 
IZATION AND COMPETITION, Vol- 
ume II, by Charles C. Slater. (Evanston: 
Northwestern University Press, 1956. Pp. 
458. $15.00 for both volumes.) 


The volume on Economic Development in 
the baking industry, by William G. Panschar, 
provides an illuminating account of economic 
change that contributed to a widening of the 
market for bakery products. Since this widen- 
ing took place after 1900, it is relatively recent 
history. 

As late as 1goo, three-fourths of our bread 
was still baked in homes (p. 69). Of the bread 
that was purchased by consumers, three-fourths 
was still being baked in craft shops: small units 


combining retail selling with on-the-spot bak- 
ing. There were, by 1900, a few commercial 


bakeries: larger establishments characteristi- 
cally selling through a number of retail branches, 
occasionally selling also at wholesale. Emerging 
after 1900 and rising to a dominant position in 
bread baking, was the large scale industrial 
bakery, characteristically selling at wholesale to 
retailers. 

Increased retail purchase of bread after 1900 
was, in part, due to changes in the economy 
which altered consumer tastes, habits and pref- 
erences. Such changes included urbanization, 
the rise in real income, and entry of women 
into the labor force. One survey is cited which 
shows that, in 1922, families in large cities pur- 
chased 65 per cent of their bread; although, in 
the same year, farm families purchased only 
6 per cent. The relative increase in urban pop- 
ulation after 1900 is thus shown to have widened 
the market for purchased bread and bakery 
products. In periods of prosperity, with a rise 
in real income, consumer purchases of bakery 
products replaced much home baking; however, 
there was a reverse movement back to home 
baking in the depression of the thirties. The 
further entry of women into the office and fac- 
tory labor force was most marked during World 
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War II. At that time, widespread employment 
of women, together with high income, contrib- 
uted to the final demise of home baking. 

Improvement in bread quality, and reduction 
in bread prices relative to cost of home baking 
ingredients, also contributed to industry expan- 
sion. Panschar gives much detail on the changes 
in production and productive organization. He 
takes the position that large bakeries, by means 
of controlled conditions, were able to bake 
satisfactory bread during World War II when 
some of the ingredients normally used were in 
short supply. 

The growth of industrial bakeries altered the 
pattern of competition in bakery products. 
These firms reached out for trade areas much 
greater than the local neighborhood, served by 
craft shops or the smaller commercial establish- 
ments. As a result, there developed an overlap 
in trade areas, which permitted grocers to play 
the bakers off against one another, demanding 
large stocks and generous stale-return privileges. 
This competition among industrial bakers is 
shown to have led to non-price competition and 
product differentiation, as well as price rivalry. 
The bakers undertook brand identification on 
the wrapper, and advertising in newspapers 
and on billboards. Panschar gives details on 
changing sales practices and conditions, as in 
the case of wholesale sales routes. There are 
data on route mileage and sales volume for 
different periods, and these data make clear, 
for one thing, the consequence of adopting 
motor trucks. The extension and overlap of 
trade areas is given with diagrams and exam- 
ples. From the broad description of competi- 
tive practice, it becomes clear that the indus- 
trial baker has limited price discretion, despite 
the considerable outlays he makes in the rivalry 
to sell his product. 

Practitioners and research men in marketing 
will take satisfaction in the way this study has 
shown the intimate relation between effective 
marketing and achievement of economies of 
scale in production. 

Charles C. Slater's book, which is the second 
volume of this study, describes trade practices 
and competitive process in the present-day in- 
dustry. Particular attention is given to the part 
of the perishable bakery products industry that 
is conducted on a factory scale by industrial 
bakeries, and within this area attention is con- 
centrated on the marketing of white pan bread. 

The framework for Slater's study is, in a 


sense, provided by the economist’s concepts 
related to monopolistic competition: the open- 
ing chapter introduces these concepts and briefly 
characterizes the industry; the closing chapter 
applies measures which support a conclusion 
that there is little monopolistic power. De- 
scription of the industry and its organization, 
and of the competitive process, is thus con- 
tained within this focus. But much detail on 
business practice and problems, of real interest 
to the readers of this Journal, is included where 
this is germane to the description of competitive 
rivalry, even where this may not be directly 
relevant to an evaluation of the degree of mo- 
nopolistic power. 

Data are presented on consumption and con- 
sumer shopping habits, and these are related 
to trends developed in the first volume. Slater 
shows that in the past a consistent decrease in 
consumption of grain products took place over 
the same period as the shift away from home 
baking to consumer purchase of bakery prod- 
ucts. In the future, however, the baking indus- 
try can not expect further “startling sales 
jumps with rises in income, simply because the 
transfer from home baking has been almost 
completely exploited.” (p. 57) On the other 
hand, if historic relationships continue, the in- 
dustry can expect reduced sales volume in pe- 
riods of depression or lower per capita income. 
Data for the Chicago market are used for a 
study of brand constancy, shown to be greatest 
for those breads which also held a leading po- 
sition in terms of market share. 

Slater provides a description and analysis of 
bakery product distribution. Conditioning fac- 
tors are the bulkiness, perishability, and fragil- 
ity of the product. The pattern of retail grocery 
organization must be taken by the bakers as be- 
yond their control. The growth of self-service 
supermarkets, for example, makes massive dis- 
plays necessary and contributes to the severity 
of the problem of stale returns. Because of the 
cos. structure of route selling under a com- 
mission system, and the necessity of achieving 
a minimum sale per stop, bakers whose bread 
does not sell in large volume must offer variety 
baked products in wide assortment. 

The chief dynamic competitive element in the 
industry is shown to be the threat of further 
chain store expansion into the baking field. 
While chain store baking accounts for only 
about a tenth of the market at present, it has 
had a marked effect on pricing and sales prac- 
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tice. One distinct marketing advantage which 
chain stores hold, in bread distribution, is 
their ability to have delivery made by an em- 
ployee who serves only as truck driver, not as a 
commission-earning salesman. There is also a 
discussion of the policy alternatives open to 
industrial bakers in adapting to the present re- 
tailing structure, characterized increasingly by 
supermarkets. (p. 357) 

The author's analysis of competition and 
market structure comes into focus in the last 
chapter, which will appeal to economists. Slater 
has used all available data to support definite 
qualitative conclusions concerning the degree 
to which industrial bakers are subject to com- 
petition. In broad conclusion, he suggests that 
although the future may bring a continued re- 
duction in number of markets and in number 
of sellers, yet “in each market there is the ex- 
pectation that more sellers will meet.” This, to- 
gether with vertical competition, such as is pro- 
vided by the baking activity of chains, gives the 
author confidence that “vigorous competition 
can be looked forward to with desirable results 
for consumers.” (p. 385) 

Slater and Panschar each presents a wider 
coverage of the industry than may be suggested 
by the scattered examples of materials germane 
to marketing which I have cited. Both cover 
production costs, labor management, and finan- 
cial organization of the leading firms. A con- 
solidated index to both volumes is included in 
Volume II. 

This two volume set constitutes a useful ref- 
erence work which will be of real value to 
marketing practitioners or scholars who have 
occasion to work on problems of the baking 
or food industries. Beyond that, the study will 
be useful to researchers or teachers who wish 
concrete illustrations of industry characteristics, 
placed in the framework of the economic an- 
alyst. 

THEODORE F. MARBURG 
Marquette University 


BRIEFLY NOTED 


COUNTY AND CITY DATA BOOK 1956: 
A STATISTICAL ABSTRACT SUPPLE- 
MENT. (Washington, D. C.: Bureau of the 
Census, 1957. Pp. xxxi, 565. $4.50.) 

This is the fifth volume in the County and 

City Data Book series. The areas covered are: 


counties, cities, standard metropolitan areas, 
smaller urban places, congressional districts, re- 
gions, divisions, and states. Among the statistics 
included are: area; population; dwelling units; 
telephones; electric bills; births, deaths, mar- 
riages; wholesale, service, and retail trades; 
business units; manufacturers; agriculture; bank 
deposits; city finances, employment, school sys- 
tems; hospitals; and climate. Population data 
are for 1950. Other data are for 1954 or later 
years. The county and city tables each present 
some 130 items of information for each area. 


THE ECONOMIC ALMANAC 1958, National 
Industrial Conference Board. (New York: 
Thomas Y. Crowell Company, 1958. Pp. xii, 
673. $3-75-) 

In this fourteenth edition of the Conference 
Board almanac several changes have been made. 
New data are included covering capital appro- 
priations, wage and overtime statistics, con-' 
sumer income and expenditures, productivity, 
and industrial concentration. Basic data from 
the 1954 Censuses of Manufacturers, Business, 
and Agriculture are given for the first time. The 
section on Canadian statistics also has been en- 
larged. 


THE CHANGING POPULATION OF THE 
UNITED STATES, by Conrad Taeuber and 
Irene B. Taeuber. (New York: John Wiley 
and Sons, Inc., 1958. Pp. xi, 357. $7.75.) 


When the plans for the 1950 Census of Popu- 
lation were made, the proposals included a 
monograph series. The present volume is a 
joint effort of the Bureau of the Census and the 
Social Science Research Council. Data from the 
several Censuses of Population have been ana- 
lyzed for varying periods, in some cases going 
back to 1790. 

Subjects covered include changes in the char- 
acteristics of the population, internal migration, 
urban and rural residence, the growth of 
metropolitan areas, changes in fertility and 
mortality, and the population outlook. 


THE WORLD’S SUGAR: PROGRESS AND 
POLICY, by Vladimir P. Timoshenko and 
Boris C. Swerling. (Stanford, California: 
Stanford University Press, 1957. Pp. xii, 364. 
$6.50.) 

The authors, both of whom are on the staff 
of the Food Research Institute at Stanford, have 
considered the evolutionary aspects of the in- 
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ternational sugar economy. The structure of the 
industry and the changes in sugar-beet and 
sugar-cane agriculture are presented as back- 
ground for national policy. Separate chapters 
are devoted to the sugar supply of the United 
States, sugar in the United Kingdom, the beet- 
sugar economy of Europe, and the Soviet sugar 
industry. 


RECRUITING AND HIRING SALESMEN, 
Report #4, by The Research Workshop of 
the Sales Executives Club of New York, Inc. 
(Pleasantville, New York: Printers’ Ink Books, 
1957. Pp. 82. $15.00.) 


TRAINING AND DEVELOPING SALESMEN, 
Report #5, by The Research Workshop of the 
Sales Executives Club of New York, Inc. 
(Pleasantville, New York: Printers’ Ink Books, 
1957- Pp. 80. $15.00.) 


These reports are part of the series, Current 
Policies and Practices in Sales Management and 
Marketing Techniques, which is being pub- 
lished by the Sales Executives Club of New 
York. The reports are based on questionnaire 
returns and depth interviews with members of 
the Club. 


ADVERTISING CONFERENCE: CONTRIB- 
UTED PAPERS, 1957, edited by James D. 
Scott. (Ann Arbor: Bureau of Business Re- 
search, School of Business Administration, 
University of Michigan, 1957. Pp. 98. $4.00.) 


CONFERENCE ON SALES MANAGEMENT: 
CONTRIBUTED PAPERS, 1957, edited by 
Stewart H. Rewoldt. (Ann Arbor: Bureau of 
Business Research, School of Business Admin- 
istration, University of Michigan, 1957. Pp. 
100. $4.00.) 


The theme of the Advertising Conference was 
“The Creative Process.” Participants ranged 
from agency people who discussed methods 
which may be used to create more effective ad- 
vertising to a psychologist and a neurophysiolo- 
gist who discussed the basic idea-creating proc- 
esses. 

Five papers on diversified subjects and a 
panel discussion, Approaches and Policies in 
Handling Problem Situations in the Manage- 
ment of Salesmen, are included in the sales 
management papers. 


HOW TO WIN CUSTOMERS, by Heinz M. 
Goldmann. (New York: Printers’ Ink Books, 
1957- Pp. x, 306. $4.95.) 


HOW TO INCREASE YOUR SALES VOL- 
UME AS A MANUFACTURERS’ AGENT, 
by Marvin Leffler. (Englewood Cliffs, New 
Jersey: Prentice-Hall, Inc., 1958. Pp. x, 197. 
$4.95.) 


HOW TO MAKE THE MOST OF YOUR 
SALES TERRITORY, by Julius H. Katz. 
(Englewood Cliffs, New Jersey: Prentice-Hall, 
Inc., 1957. Pp. viii, 232. $4.95.) 


QUESTIONS AND ANSWERS ON MODERN 
SELLING TECHNIQUES, by Charles B. 
Roth. (Englewood Cliffs, New Jersey: Prentice- 
Hall, Inc., 1957. Pp. xix, 184. $4.95.) 


All of these books are concerned with im- 
proving the effectiveness of salesmen. They are 
intended as idea books for people in the sales 
field. 

The Leffler book deals specifically with the 
selling problems of the manufacturers’ repre- 
sentative. Some of the chapter headings are: 
Mastering the Technique of Multiple-Line 
Selling, How to Ration Your Selling Time, How 
to Make Missionary Work Pay Dividends, How 
to Use Sales Promotion Techniques, How to 
Build Volume with Your Sales Catalog, and 
How to Conduct Profitable Sales Meetings. 

With the publication of these books, the sales- 
man has a long list of books of recent issue to 
which he can turn for guidance and advice. 


SPARKS OFF MY ANVIL: FROM THIRTY 
YEARS IN ADVERTISING, by James R. 
Adams. (New York: Harper and Brothers, 
1958. Pp. x, 171. $3.00.) 


During his lifetime the author, who was co- 
founder of MacManus, John and Adams, set 
down his thoughts on many facets of advertis- 
ing. These have been assembled in this book, 
and they represent the distillation of long years 
of experience in agency work. 

Here are a few samples of his shorter re- 
marks. On the creative mind, “I don’t see any 
point in the retirement of a truly creative per- 
son. He will keep at it anyway—and he might 
as well get paid for it!” On copywriting, 
“About the time an advertising writer begins to 
think he is good, he needs to do a little piece of 
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copy to sell the old kitchen range and his sense 
of values will be quickly restored.” And on the 
use of media, “Printing an advertisement up- 
side down to attract attention does exactly 
that.” 


TELEVISION PRODUCTION, by Harry W. 
McMahan. (New York: Hastings House, 1957. 
Pp. 231. $7.50.) 

The jacket of this book carries the subtitle, 
The TV Handbook and Dictionary, and that is 
a correct designation for it. It is written in par- 
agraph style with the terms which are being 
described set up in bold type. This method of 


presentation, coupled with illustrations, is very 
effective. The coverage of all aspects of the TV 
medium is very thorough, as is indicated by the 
fact that explanations are given for more than 
2,000 terms. 


A PUBLIC RELATIONS BIBLIOGRAPHY, 
compiled by Scott M. Cutlip. (Madison: Uni- 
versity of Wisconsin Press, 1957. Pp. xvii, 313. 
$5.00.) 


Some 3,600 books, articles, and pamphlets 
classified under 73 categories are included in 
this bibliography. There is also a guide to se- 
lected films on the practice of public relations. 


THE RESPONSIBILITIES OF AMERICAN ADVERTISING 


by Otis Pease 


During the two decades between 1920 and 1940 the American advertising 
industry developed an intense concern over its social role and public reputation. 
At the same time, however, it insisted that its only responsibility to the public 
at large was to maintain economic prosperity by inducing greater consump- 
tion. When the federal government, consumer organizations, and powerful 
individual critics challenged this view, the industry engaged vigorously in 
propaganda and “education” on its own behalf. 

Carefully and objectively, Mr. Pease has analyzed the concept of public 
responsibility that prevailed in the advertising industry during this period. 
He has also studied the challenges that were put to it, and examined the 
means by which these challenges were overcome—leaving national advertising 
by 1940 in a mete impregnable position than ever before in its history. $5.00 
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CHANGING STRUCTURE AND 
STRATEGY IN MARKETING 


Edited by ROBERT V. MITCHELL 


These stimulating papers presented at the 1957 University of Il- 
linois Marketing Symposium emphasize two important and related 
aspects of marketing management: 
—The rapidly changing environment in which marketing func- 
tions are carried out, and 
—The development of marketing plans and strategies in our dy- 
namic economy. 
The distinguished contributors include Ralph S. Alexander, 
George H. Brown, Lyndon O. Brown, Reavis Cox, Corwin D. Ed- 
wards, Vergil D. Reed, and Roland S. Vaile. $1.50 


THE EFFECTIVENESS OF 
PHARMACEUTICAL PROMOTION 


by ROBERT FERBER and HUGH G. WALES 


A challenging evaluation of pharmaceutical product promotion, 
with many of the findings and techniques applicable to other indus- 
tries as well. The study provides a general picture of the role and 
functions of different media in conveying pharmaceutical product 
information. Emphasis is placed on the manner in which doctors 
learn of new pharmaceutical products. Clothbound, $2.00 
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The teachable, integrated guide to... 


ADVERTISING Copy, 
LAYOUT, and TYPOGRAPHY 


Hugh G. Wales, University of Illinois | Dwight L. Gentry, University of Maryland 
and Max Wales, University of Oregon 


This new textbook is based on the prem- 
ise that copy, layout, and typography 
must combine to achieve a single effect 
in the successful advertisement. In fol- 
lowing the sequence of the actual crea- 
tion of advertisements step by step, em- 
phasis is placed upon fundamentals 
rather than on involved technicalities. 
Principles and techniques are demon- 
strated by the inclusion of more than 
100 carefully selected advertisements 
which represent the best of present-day 
advertising. 


The role of market research is thor- 
oughly investigated, as well as the prob- 
lems of copy and layout peculiar to such 
varied media as magazine and news- 
paper, direct-mail, radio and television, 
and outdoor advertising. The combina- 
tion of questions and problem material 
with laboratory assignments makes for 
a complete, virtually self-teaching pres- 
entation of all the elements that go into 
the preparation of effective advertise- 


ments. 166 ills.; 491 pp. 


Class-tested, self-teaching ap- 
proach. 


Systematically presents the 
actual sequence of creation of 
advertisements. 


Abundant illustrations point 
up the underlying principles of 
copywriting and layout design. 


Challenging laboratory as- 
signments and end-of-chapter 
questions stimulate the student to 
make use of his growing capac- 


ities. 
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While it is our business to provide 
tabulating facilities that utilize all the 
latest equipment for speed, accuracy 
and economy, we believe that our 
responsibility to research directors 
does not start with these electro- 
mechanical services. 

Long experience in working with 
publishers, agencies and research de- 
partments has demonstrated to us 
that the quality of the finished reports 
depends in large measure on the 
thinking and planning that go into 
the project from its inception. 

That’s why STATISTICAL makes pro- 


STATISTICAL 


TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


TABULATING + CALCULATING + TYPING 
TEMPORARY OFFICE PERSONNEL 


fessional help available to you, right 
from the start. In resolving your 
ideas. In translating sound thinking 
into all-inclusive questionnaires. And 
then backing up this all-important 
preliminary assistance with respon- 
sible help in the mechanical and 
analytical phases of your project. 

Just a few minutes with one of our 
research specialists will show you 
what this complete service can mean 
to you in producing the quality 
analyses and interpretations required 
in today’s competitive markets. 


CHICAGO 

63 West Jackson, H Arrison 7-4500 
NEW YORK 

80 Broad Street, W Hitehall 3-8383 


ST. LOUIS 

411 N. Tenth St.,MAin 1-777 
NEWARK 

National-Newark Bldg., MArket 83-7636 
CLEVELAND 

1375 Euclid Ave., SUperior 1-8101 
LOS ANGELES 

541 8. Spring St., MAdison 8-8201 


KANSAS CITY 
20 W. 9th St., GRand 1-3622 
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MARKETING RESEARCH 


PUBLICATIONS 


Complete revisions of two successful books 


on marketing and public relations, and a comprehensive 


account of all activities involved in Sales and Marketing Management 


ELEMENTS 
OF MARKETING 
6th Edition 


by PAUL D. CONVERSE, HARVEY 
W. HUEGY and ROBERT V. 
MITCHELL, all of University of 
Ilinois 


A COMPLETE REVISION OF THE 
most widely used marketing 
textbook, this edition combines 
descriptive and analytical ma- 
terial and has a new emphasis 
on marketing policies and man- 
agement. Organized in five 
major parts: 1. Marketing Eco- 
nomics. 2. Functions of Mar- 
keting. 3. Institutions of Mar- 
keting. 4. Commodity Market- 
ing. 5. Marketing Policies. 


The text features these im- 
provements: Descriptive mate- 
rial condensed. Topics in policy 
section may be eliminated 
without destroying continuity 
or increased by additional 
cases, problems and _ readings. 


Policy chapters provide addi- 
tional material on marketing 
management. Greater attention 
to analytical material. Current 
developments added, such as 
discount houses, suburban 
shopping centers, new types of 
wholesalers, changes in physi- 
cal handling and problems of 
marketing management. All 
factual material is up-dated. 
Contains questions and prob- 
lems for each chapter. 


approx. 928 poges 
Published May 1958 
Text price $7.95 


EFFECTIVE 
PUBLIC RELATIONS 
2nd Edition 


by SCOTT M. CUTLIP, University 
of Wisconsin and ALLEN H. 
CENTER, Director of Public Rela- 
tions, Motorola, Inc. 


THIS NEW EDITION OFFERS A 
comprehensive, thoughtful in- 
troduction to the philosophy, 
process, and principles of pub- 
lic relations practice. While 
weaving into the book the 
many advances made in public 
opinion and communication 
since 1951, the authors include 
more fundamental research and 
the latest examples of public 
relations practice. 


Part I provides an overview 
of contemporary practice. Part 
II outlines, delineates, and ex- 
plains in detail the four fun- 
damental steps in the going 
public relations process—fact 
finding, planning and program- 
ming, communication, and 
evaluation. 


The remainder of the book 
discusses such topics as: the 
problems of dealing with pub- 
lics of employees, stockholders, 
community, special publics and 
the general public through 
mass media, the problems met 
and dealt with in industry and 
a glance at the opportunities 
in the field today. 


. 496 pages 
Published April 1958 
Text price $6.75 


To receive approval copies promptly, write: Box 903 


PRENTICE-HALL, Inc. 


SALES MANAGEMENT: 
Decisions, Policies 
and Cases 

by RICHARD R. STILL and 


EDWARD W. CUNDIFF, both of 
Syracuse University 


THIS BOOK GOFS DIRECTLY TO 
the core of Sales and Market- 
ing Management, clearly defin- 
ing the role of the sales execu- 
tive by treating such functions 
as marketing research, pricing, 
and distribution—as they affect 
Sales Management. With due 
emphasis to managerial aspects, 
planning, organizing, coordi- 
nating, and controlling are seen 
in relation to decision-making 
and policy formulation. 


Here the authors show keen 
perception and skill in treat- 
ing the problems, pitfalls, and 
responsibilities plaguing the 
sales executive in his job. 
Those with little or no previ- 
ous training in Sales and Mar- 
keting Management will find 
that this book gives a complete, 
over-all account of all activities 
involved in management of the 
marketing function. Those who 
have already had training in 
this field will find this book 
an invaluable reference to use 
in improving their perform- 
ance. 

722 pages 


Published 1958 
Text price $7.95 
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Englewood Cliffs, New Jersey 
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And then, when you do get to us, you will have learned 
a great deal about the existence of, or the lack of— 


¢ Equity in prices. 
Quality Controls. 


* Accurate, speedy reports iurned out 
on whichever type of latest equip- 
ment that is best suited to your 
needs. 


The “extras” without cost to you, 
that a responsible service bureau 
must perform to insure the authen- 
ticity of your reports. 


Gracious treatment from a compe- 
tent organization. 


And we will have gained another client. 


BARNARD, INC. 
THE TABULATING CENTER 


432 Fourth Ave., New York 16, N. Y. 
MuUrray Hill 9-6250 
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TARGETING 


SALES 


EFFORT 


By CHARLES W. SMITH 


For greater effectiveness in planning and 
controlling market operations, this book pre- 
sents a new method of geographical sales anal- 
ysis that has several advantages over similar 
methods. With the trade center as its geo- 
graphic unit, the method utilizes a code sys- 
tem that lends itself to the use of available 
market data, that simplifies the tabulation of 
data, that automatically prevents certain mis- 
leading comparisons, and that permits accu- 
rate comparisons over a relatively long period 
of time. Providing the reader with market in- 
formation coded by cities, counties, and trad- 
ing centers, the author illustrates how the 
method can be applied to specific problems 
frequently encountered by sales executives. 


$15.00 


GL At your bookstore, or order from 


Columbia University Press 


New York 27, N. Y. 
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Four Cutetanding New 
McGraw-Hill Books 


ECONOMIC FORECASTING 
By V. LEWIS BASSIE, University of Illinois. Ready in Fall 
A new approach, combining dynamic economics and business forecasting. The result of 10 


years of research, it includes more new material than any recent book in the field. Part I 


reviews the various forecasting methods developed in the past; Part Ii shows in detail one 
method of working out a forecast of the over-all movements of the economy; Part III deals 


with important forecasting problems of such fields as public policy and business operations. 


SALES AND ENGINEERING REPRESENTATION 


By LEE O. THAYER, University of Oklahoma; and GEORGE E. HARRIS, President, 
G. E. Harris Co., Wichita, Kansas. Ready for Fall Classes 


This guide and reference book prepares the student to enter the profession, and gives the 
experienced representative ideas for improving his techniques, methods, and the management 
of his company. It covers recent advances in the del and suggests possible solutions to 
persistent problems. 


WORLD GEOGRAPHY 


By OTIS W. FREEMAN, fornccly Eastern Washington College of Education; and 
JOHN W. MORRIS, University of Oklahoma. 623 pages, $10.75 (text edition available) 


An attractive college text in World Regional Geography with two major divisions—Eastern and 
Western Hemispheres. Each chapter discusses the physical and cultural environment for an 
area as a whole, followed by an analysis of each country. An “overlook” in each chapter 
summarizes the important ideas discussed and calls attention to the principal area problems, 
and the historical and future significance of the area. 


THE CANADIAN MARKETS 


By THE J. WALTER THOMPSON COMPANY. Ready for Fall Classes 


A complete and authoritative guide to a market of over sixteen million people. It provides 
an invaluable statistical and descriptive analysis of the Canadian area as a whole, with facts 
on population, land, climate, mineral and vegetable resources, manufacturing, exports aud 
imports, etc. all in concise form. It compresses a vast amount of information into a classified, 
quick-reference form for both the businessman and marketing student. 


| McGraw-Hill Book Company, Inc. 
approval | 330 West 42nd Street New York 36, N. Y. 
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